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TO THE SHAREHOLDERS:

MEGASTAR DEVELOPMENT CORP.
Unit #5, 9110 Glover Road
PO Box 865
Fort Langley, BC VIM 282
Tel: 604.888.0786 Fax: 604.888.3268

NOTICE OF ANNUAL AND EXTRAORDINARY GENERAL MEETING 74 /? / S

I P0Y

NOTICE IS HEREBY GIVEN that the annual and extraordinary general meeting (the
"Meeting") of MEGASTAR DEVELOPMENT CORP. (the "Company") will be held at the
offices of the Company’s solicitors, Messrs. Clark, Wilson, 8" Floor, 885 West Georgia Street, in
the city of Vancouver, BC, on Thursday, the 24® day of June, 2004 at 3:00 p.m. (Vancouver
time) to transact the usual business of an annual and extraordinary general meeting for the

following purposes:

1. To receive and consider the Report of the Directors to the Shareholders;

2. To receive and consider the financial statements of the Company, together with the
auditor's report thereon for the fiscal year ended February 29, 2004;

3. To consider and, if thought fit, to approve an ordinary resolution to set the number of
directors at four (4);

4. To elect directors to hold office until the next annual general meeting of the Company;

5. To appoint an auditor for the Company to hold office until the next annual general
meeting of the Company;

6. To authorize the directors to fix the remuneration to be paid to the auditor for the
Company;

7. To consider and approve an ordinary resolution approving the Company’s 2004 Stock
Option Plan (the “Plan”), which shall be limited to 10% of the issued shares of the
Company at the time of any granting of options;

8. To consider and approve an ordinary resolution authorizing the Company to file a

Transition Application containing the Notice of Articles as required by the Business
Corporations Act (British Columbia), and authorizing the Company to alter its Articles to
the extent necessary to ensure compliance with the Business Corporations Act (British
Columbia) by adding to the face page thereof the Company’s incorporation number;
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9. To consider and approve a special resolution removing the application of the Pre-Existing
Company Provisions to  the Company, and altering the Notice of Articles of the
Company, subject to the filing. of the Transition Apphcatlon under the Business
Corporations Act (Bntlsh Columbla) S

10.  To con51der and approve a special resolutxon

(a) increasing the maximum number of Common shares that the Company is
authorized to issue. from one. hundred million (100,000,000) to an
unlimited number of Common shares without par value;

(b) creatirig‘ an Gnlimited nuxhbé’f of Class A Prefererice shares without par
value, issuable in one or more series, and authorizing the directors, by
- resolution, to alter the Articles of the Company to determine the number of
sha.res of that senes that the Company is authorized to issue, create an
: 1dent1fylng narme for the shares of that series, and attaching special rights

or restrictions to the shares of that series; and

(c) altermg the Nbfi;ié of Articles of the Company accordingly;
subject to the ﬁhng of the Transmon Application under the Business Corporations
Act (British Columbla)

11.  To consider and approve a special resolution deleting and cancelling the Company’s
existing Articles and creating and adopting -the Articles set out in Schedule A to the
accompanying Proxy Statement and Information Circular as the Articles of the Company, subject
to the filing of a Transition Application under the Business Corporations Act (British Columbia),
and subject also to the removal of the application to the Company of the Pre-Existing Company
Provisions; and

12.  To transact such further or other business as may properly come before the Meeting and
any adjournment or adjournments thereof.

A Proxy Statement and Information Circular and Form of Proxy accompany this Notice of
Meeting. These documents provide additional information relating to the matters to be dealt with
at the Meeting and form part of this Notice of Meeting.

The share transfer books of the Company will not be closed, but the Company’s Board of
Directors has fixed May 20, 2004 as the record date for the determination of shareholders entitled
to notice of and to vote at the Meeting and at any adjournment or postponement thereof. Each
registered shareholder at the close of business on that date is entitled to such notice and to vote at
the Meeting in the circumstances set out in the accompanying Proxy Statement and Information
Circular.
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If you are unable to attend the Meeting in person, please complete, sign and date the enclosed
Form of Proxy and return the same in the enclosed return envelope provided for that purpose. If
you receive more than one Form of Proxy because you own shares registered in different names
or addresses, each Form of Proxy should be completed ‘and returned.” The completed form of
proxy must be received by the Company or by Pacific Corporate Trust' Company by mail or by
fax, at least 48 hours prior to the scheduled time of the Meeting at which such proxy is to be
used, or with the Chairman of the Meeting on'the ‘day of the Meeting, or any adjournment
thereof

Please advise the Company of any change 1n YOur address_ e

T TN SRV AT B

DATED at Vancouver Bnt1sh Columbla thrs 21St day of May, 2004
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g .""By Order of the Board of
- NIEGASTAR DEVELOPN[ENT CORP.

. Peter Haladin”

. .. PETERHALADIN,
R 'Pres1dent‘and CEO

VIRV




MEGASTAR DEVELOPMENT CORP.
Unit #5, 9110 Glover Road
PO Box 865
Fort Langley, BC VIM 282
Tel: 604.888.0786 Fax: 604.888.3268

PROXY STATEMENT AND INFORMATION CIRCULAR

(As at May 21, 2004 except as indicated)

MANAGEMENT SOLICITATION

This Proxy Statement and Information Circular is furnished to the shareholders (the
“Shareholders”) of MEGASTAR DEVELOPMENT CORP. (the “Company”) in
connection with the solicitation by the Management of the Company of proxies to be voted
at the annual and extraordinary general meeting (the “Meeting”) of the Shareholders to be
held on Thursday, June 24, 2004 at 3:00 p.m. (Vancouver time).

The solicitation will be conducted by mail and may be supplemented by telephone or other
personal contact to be made without special compensation by the directors, regular officers and
employees of the Company. The Company does not reimburse shareholders, nominees or agents
for the cost incurred in obtaining from their principals authorization to execute forms of proxy,
except that the Company has requested brokers and nominees who hold stock in their respective
names to furnish this proxy material to their customers, and the Company will reimburse such
brokers and nominees for their related out of pocket expenses. No solicitation will be made by
specifically engaged employees or soliciting agents. The cost of solicitation will be borne by the
Company.

VOTING AND REVOCABILITY OF PROXY

Registered Shareholders are entitled to vote at the Meeting. A Shareholder is entitled to one vote
for each Common Share that such Shareholder holds on the Record Date on the resolutions to be
acted upon at the Meeting and any other matter to come before the Meeting.

The persons named as proxyholders (the “designated persons™) in the enclosed Form of Proxy
were designated by the directors of the Company. A SHAREHOLDER HAS THE RIGHT
TO APPOINT A PERSON OR CORPORATION (WHO NEED NOT BE A
SHAREHOLDER) TO ATTEND AND ACT FOR AND ON BEHALF OF THAT
SHAREHOLDER AT THE MEETING, OTHER THAN THE DESIGNATED PERSONS
IN THE ENCLOSED FORM OF PROXY. TO EXERCISE THIS RIGHT, THE
SHAREHOLDER MAY DO SO BY STRIKING OUT THE PRINTED NAMES AND
INSERTING THE NAME OF SUCH OTHER PERSON AND, IF DESIRED, AN
ALTERNATE TO SUCH PERSON IN THE BLANK SPACE PROVIDED IN THE FORM
OF PROXY.
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In order to be voted, the completed Form of Proxy must be received by the Company or by
Pacific Corporate Trust Company by mail or by fax, at least 48 hours prior to the scheduled time
of the Meeting at which such. proxy is to be used, or wnh the Chauman of the Meeting on the
day of the Meetmg, or any adjournment thereof. :

A proxy may not be valld unless it is dated and 31gned by the Shareholder who is giving it or by
that Shareholder’s attorney-in-fact-duly authorized by that Shareholder in writing or, in the case
of a corporation, ‘dated and-executed by a duly authorized officer, or attorney-in-fact for, the
corporation. If a Form of Proxy is executed by an attorney-in-fact for an individual Shareholder
or joint Shareholders or by.an officer or. attorney-in-fact for a corporate Shareholder, the
instrument so empowering the officer:or attorney-in-fact, as the case: may ‘be, or a notarial copy
thereof, should accompany the Form of Proxy. . i A

A Shareholder who has given.a proxy may fevoke it'at dny time, ‘before it is exercised, by an
instrument in writing: (a) executed by that Shareholder or by that Shareholder’s attorney-in-fact
authorized in writing or, where that Shareholderis a corpotation, by a duly authorized officer of,
or attorney-in-fact for; the corporation;-and-(b) delivered either: (i) to the: Company at Unit #3,
9110 Glover Road; PO Box 8635, Fort Langley, BC V1M 2S2 (Attention:- Peter Haladin) at any
time up to and including the last business: day. preceding the day ‘of the Meeting or, if adjourned
or postponed, any reconvening thereof; or:(ii) to the Chairman of the Meeting prior to the vote on
matters ‘Govered by the proxy ‘on the.day of the: Meetmg ot;.if ‘adjourned or postponed, any
reconvemng thereof; - ot {(iil) in any other manner- prov1ded by law. . Also, a proxy will
automatically be revoked:by either: .(i)-attendarice at the Meeting ‘and participation in a poll
(ballét) by a:Shareholder,- or: (11) submission of:'a 'subsequent proxy in accordance with the
foregeing procedures. <A revoca‘uon of a. proxy does not affec’f any matter on Wthh a vote has
been taken pnor to the revocanon . : P :

I"I THE ABSENCE OF ANY INSTRUCTIONS THE DESIGNATED PERSONS OR
OTHER PROXY AGENT NAMED ON THE PROXY FORM WILL. CAST THE
SHAREHOLDER’S VOTES ON-ANY POLL (BALLOT) FOR THE APPROVAL OF
ALL THE MATTERS IN THE ITEMS SET OUT IN THE FORM OF PROXY AND IN
FAVOR OF EACH OF THE NOMINEES NAMED THEREIN FOR ELECTION AS
DIRECTORS X :

The enclosed JForm of Proxy confers dlscretlonary authonty upon the persons named therein with
respect to other “matters ‘which may properly - come before the Meeting, including any
amendments or variations to any matters identified in the Notice of Meeting and with respect to
other matters which may properly come before the Meeting. ‘At the date of this Proxy Statement
and Information Circular, management of the:Ccmpany knew of no such amendments
variations, or other matters to come before the Meetmg

In the case of abstentlons from or W1thhold1ng of the votlng of Common Shares on any matter,
the shares which are the subject of the abstention or withholding (“non-voted shares™) will be
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counted for determination of a quorum but wﬂl not be counted as afﬁrmattve or negative on the
matter to be voted upon S

No person has been authonzed to-give any.information or to make any representation other than
those contained in this Proxy Statement and Information Circular in connection -with the
solicitation of proxies and, if given or made, such information or representations must not be
relied upon as having been authorized by ‘the -Company. ‘The delivery of this Proxy ‘Statement
and Information Circular shall:not ‘create, under-anycircumstances, ‘any:implication that there
has been no’change inthe information set.forth  herein since the date of this Proxy Statement and
Information Circular. . This Proxy:-Statement.and Information ‘Circular:does not constitute the
solicitation 'of a proxy.by anyone in:any jurisdiction in: which such- solicitation-is not authorized
or in which the person:making stch solicitation-is not quahﬁed to do $0°0r'to anyone to. whom it
is unlawful to make such offer or solicitation. SETAR I

ADVICE TO BENEFICIAL HOLDERS QF COMMON SHARES

The mformatlon set forth in ﬂ'llS sectron is of srgmﬁcant 1mportance to many Shareholders asa
substantial number of :Shareholders do not:liold shares: in:their own name:~ Shareholders who do
not hold their shares in their .own name. (referred:to:in this Proxy Statement and Information
Circular as “Beneficial Shareholders”):should:note’ that.only: proxies deposited by Shareholders
whose names appear on the records of the Company as the regjstered holders of Common Shares
- can be recognized and acted 'upen at:the Meeting: -If: Common: Shares: are listed in an account
statement provided to a Shareholder by-a broker, then in, almost all:cases those Common Shares
will not be registered in the. Shareholder’s name onthe records; of the Company: Such Common
Shares will more likely be registered under the names . of-the Shareholder s broker or an agent of
- that broker: - In the United States,:the vast:majority;of such Common Shares-are;registered under
the name of Cede & Co. as nominee for The Depository: Trust. Company..(which acts as
depositary for many U.S. brokerage firms and custodian banks), and in Canada, under the name
of CDS.& Co. (the""r'egiStratioﬁ name for. The Canadian D'e‘ﬁoéi'tdry fof ‘Securities Limited, which
. acts as nominee for many Canadian“brokerage fitms). ./ Beneficial Sharehclders should -ensure

that' instructions respectmg the svoting’ of théir? Common Shares are commumcated to the
appropnate person : <L AR AL

Applicable regulatory pohcy requlres mterrnedlanes/brokers to seek votmg mstructlons from
Beneficial Shareholders in advance of shareholders’ meetings. Every intermediary/broker has its
own mailing procedures and provides -its.own .return :instructions to ‘¢lients; which should be
carefully followed by Beneficial Shareholders in:order:to ensure that their: Common Shares are
voted at the Meeting. 2 The form-of proxy supplied to-a Beneficial Shareholder by its broker (or
the agent of the broker) is similar to:the Form of Proxy provided to registered Shareholders by
the Company. However, its purpose is limited to instructing.the-registered Shareholder (the
broker or agent of the broker) how to vote on behalf of the Beneficial:Shareholder. The majority
of brokers now delegate responsibility for obtaining instructions from clients to ADP Investor
Communication Setvices' (“ADP”)" in. the. ‘United States and Independent Investor
Communications Conipany (“IICC”) in Canada. ‘ADP and IICC typically apply a special sticker
to proxy forms, mail those forms to the Beneficial Shareholders. Beneficial Shareholders should
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return the proxy forms to ADP for the United States and IICC for Canada. ADP and IICC then
tabulate the results of all instructions received and provides appropnate instructions respecting
the voting of shares to be represented at the Meeting. A Beneficial Shareholder receiving an
ADP proxy or an IICC proxy cannot use that proxy to vote Common Shares directly at the
Meeting — the proxy must be returned to ADP or IICC, as the case may be, well in advance
of the Meeting in order_f’to have their Common Shares voted at the Meeting.

Although a Beneﬁmal Shareholder may not be recognized d1rect1y at the Meeting for the
purposes of voting Common Shares registered in the name of his broker (or agent of the broker),
a Beneficial Shareholder may attend at the Meeting as proxyholder for the registered Shareholder
and vote the Common Shares in that capacity. Beneficial Shareholders who wish to attend at the
Meeting and indirectly vote their Common Shares as proxyholder for the registered Shareholder
should enter their own names in the blank space on the instrument of proxy provided to them and
return the same to their broker (or the broker’s agent) in accordance with the instructions
provided by such broker (or agent), well in advance of the Meetmg

Altemanvely, a Beneficial Shareholder may request in wntmg that his or her broker send to the
Beneficial Shareholder a legal proxy which would enable the Beneficial Shareholder to attend at
the Meetmg and vote his- or her Common Shares

VOTING SHARES AND PRINCIPAL HOLDERS THSEEREOF

The Company: is - authonzed to-issue.100,000,000. common shares w1thout par value of which
- 10,238,983 common shares are issued and outstanding.

Only the holders of common shares are-entitled to' vote.at the Meetin& and: the holders of
common shares are entitled to one vote for each common share held Holders of common shares
- of record on May 20, 2004 will be entitled to vote at the Meeting. '

To the knowledge of the. directors and senior .officers of the Company, no persons beneficially
own shares carrying more than 10% of the voting rights attached to all shares of the Company.

ELECTION OF DIRECTORS

The directors of the Company are elected at each-annual-general- meeting and hold office until
the next annual general meeting or until their successors are appointed. In the absence of
instructions to the contrary, the enclosed Form of Proxy will be voted for the nominees listed in
the Form of Proxy, all of whom are presently members o_f the:Board of Di_rectors. ' :

The Shareholders will be asked to pass an ordinary resolution to set the number of directors of
the Company at four (4). Management of the Company proposes to nominate each of the
following persons for election as a director. .Information concerning such persons, as furnished
by the individual nominees, is as follows:




PETER HALADIN® . | Licensed, Realtar, President of | 632,000” | December 15, 2000
Canada . ~ _ ‘Fzrst Capztal Realty Ltd - -

PRESIDENT, CEO and L ‘

DIRECTOR SRR i

JAMES REAMSBOTTOM{” ‘3_'1_3‘i?(50.'o;’ | December 15,2000
Canada - K SOOI LRSS Y R TR .
DIRECTOR - v

DUSAN BERKA ‘ Professional Engineer, Dzrectar 514,500 . | December 5, 2003
Canada -~ -~ st Ofseveralreportngcompﬂmes 2 T T
DIRECTOR -~ . "= oo b7 o widane vivoe Uauls o o : ,

HANIF SACHEDINA ¥ Market Analyst with amgjor” | 384500° 7 7| December's, 2003
Canada utzlzty company ﬁ'om 1 999 to _

Director & i '

(1).

(2) The information as to shares beneficially owned or over which a director/nominee exercises control or dxrectlon not bemg within
: the kx.owledge of: the Company, has,been furnished by the resPG ctive:nominees'as at’ May 20 2004 e

G) ) Mcmber ofr.he Audlt Commmee S

(4) 482,000 of these-shares are’ owned by Derby Reach Holdmgs Ltd a- company' wholly owned by Peter Haladm Presxdent -and
- Director of the Cotporation. - i~z i -

)

The Company has no executive committee. e e

STATEMENT OF EXECUTIVE COMPENSATION

Partlculars of compensatlon pald to _
(a) - the Company’s: chlef -executive’ ofﬁcer (“CEO”)

(b) each of the Company’s three most highly compensated executive ofﬁcers other
that the CEO, who were serving as executive officers at the end of the most
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recently completed financial year and whose total salary and bonus exceeds
$100,000 per year; or

(c) any additional individuals for whom disclosure would have been provided under
{(b) except that the individual was not serving as an officer of the Company at the
end of the most recently completed financial year'

(each a “Named Executwe Ofﬁcers ) is set out 1n the summary compensanon table below

SUMIVIARY COMPENSA TYON TABLE

Peter 2004 Nil 123,544 Nil $45,300¢
Haladin, -~ | 2003+ | * Nil== > Nil-= p= Nil» | ~352,068 ] - Nil- |- Nil | $42,000®
President, * ‘[ '2002 [ Nil | Nil Nil 326,351 Nil Nil $42,000°
CEOQand " : ) P

Director © o] ,

Jerry - 2004 Nil: - Nil. | .1 Nils, .0 Nil Nil Nil Nil
Minni® | 2003 | = Nil-cop: Nil' Nil - Nil:-igf ¢ Wil Nil Nil
Former * 2002 | TNil 7 Nil Nil Nil ¢ Nil Nil - Nil
President . SRRSO POST I SRR AN SRR . : ‘

and CEO T : o

(1), The Company has not granted any | restncted shares or restncted shares units, stock appreclauon rights or long-term mvenuve plan
payouts to the Named Executive Officers during the fiscal years indicated.

(2) The value of perquisites and other personal benefits, securities and property for the Named Executive Officers that do not exceed the
lesser of $50,000 or 10% of the total of the annual salary and bonus are not reported herein.

(3) Peter Haladin was appointed the President and Chief Executive Officer on May 30, 2001, :

(4) Of this amount, $19,500 is paid to Peter Haladin pursuant to 2 Management Agreement whereby Peter Haladm is pald a managemcm
fee of $1,625 per month, $10,000 is paid to-First Capital'Realty Ltd., a company controlled' by Peter Haladin, for administration,
$14,000 is paid to Derby Reach Holdings Ltd., 2 company controlied by Peter Haladin, for administration and $1,800 is paid to Peter

. Haladin for car allowance. |

(5) Of this amiount, $18,000 is paid to Peter Haladin pursuant toa Management Agreement whereby Peter Haladin is paid a management
fee of $1,500 per month and $24,000 is paid to First Capital Realty Ltd., a company controlled by Peter Haladin, pursuant to an
agreement whereby First Capital Realty Ltd. is paid $2,000 per month for office management services.

(6) Jerry Minni was appointed the Presndent and Chlef Executlve Ofﬂcer of the Company on March 28 2000 and resigned from both

- . positions on May 30, 2001. : . ! :

There were no Named Executive Officers serving as executive officers at the end of the most
recently completed -financial year or executive officers who served during the financial year
whose salaries exceeded $100,000 per year.

There were no long-term incentive plans in place for any Named Executive Officer of the
Company during the most recently completed financial year.




OPTIONS AND SARS -

OPTION/SAR GRANTS DURING THE MOST RECENTLY COMPLETED FINANCIAL YEAR

December 5, 2008

AND FINANCfAL YEAR-END OPTION/SAR VALUES .

Peter Haladin . -} 53,544 =
. | January 28, 2009
AGGREGATED OPTION/SAR EXERCISES DURING . S g
”IHE MOST RECENTLY. COMP.JETED FINANCIAL YEAR ;.

Peter Haladin 352,068 $45,768.84 : 53,544/0 $8,031.60/Nil
! Co 53,544 ¢ o [t ogS 889 84T | T e < g0 “ NiU/Nil
Jerry Minni ] 42,000 . .. +.$5,040.00.. |- .00 ... .. NiUNi

. There Wwere no deﬁned beneﬁt or actuanal plans 1n place for any Named Executlve Officer
durmg the most recently completed ﬁnanc1a1 year.. i L - _

There are no ‘empIIO)}ment. Acontracts dr ‘co.rr”lpehsato‘ry plans or arrangements ‘between the

Company and a Named Executive Officer.

The Company has no-compensation comraittee:” "~




COMPENSATION OF DIRECTORS

Particulars of stock options granted to directors of the Company durmg the most recently
completed financial year are as follows: S . .

Name No.ofShares | = on Shar “Expiry Date
Dusan Berka ' 310,000 $0.11 ' DecemberS 2008
47,500 $0.25 January 28, 2009
Hanif Sachedina = o 310000 | TS0l "December 5, 2008
47,500 $0.25 January 28, 2009
James Reamsbottom 25,000 $0.25 January 28, 2009

OTHER COMPENSA f ION TO DIRECTORS

During the last completed ﬁnanc1al year the Company pald dlrectors fees as follows $6,000 to
James Reamsbottom, $1,000 to' Julia Hairod (a former drrector) $500 to Dusan Berka, $500 to
Duster Capital Corp., a' company’ controlled by Dusan Berka and $1 OOO to Hamf Sachedina.

INDEBTEDNESS TO COMPANY OF DIRECTORS AND SENIOR OFFICERS

None of the directors and semor ofﬁcers of the Company, proposed nommees for electlon or

since the beginning of the last completed financial year of the Company and no mdebtedness
remams outstandmg as at the date of thrs lnformatron C1rcular ‘ :

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

Since March 1, 2003 bemg the commencemenf of the Company s last completed ﬁnanmal year,
none of the followmg persons has any matenal 1nterest dlrect or 1nd1rect in any transacuon or

of i 1ts subs1d1ar1es
(a) any director or senior officer of the Company; -
(b) any proposed nommee for electron asa dn ectOr of the Company,

(¢) any member holdmg, drrectly or 1nd1rectly, more than 10% of the voting rights
attached to all the shares of the Company, and

(d) any associate or afﬁhate of any of the foregomg persons



APPOINTMENT OF AUDITOR

Unless otherwise 1nstructed the proxies given pursuant to thls sohcrtanon will be voted for the
re-appointment of Amisano Hanson, Chartered Accountants, of Vancouver, British Columbia, as
auditor of the Company to hold office until the close of the next annual general meeting of the

Company. Itis proposed that the remur'erauon to be pa.ld to the auditor of the Company be fixed
by the Board ofD1rectors I T T S i R g .

Amisano Hanson Chartered Accountants Were mst appomted auditor of the’ Company on
December 20 1990 oo o .

There are no management functions of the Company; or:a. subsidiary thereof, which. are, io any
substantial degree performed by a person other than the directors or senior officers of the
Company or a subsidiary thereof;- -exeept- that-two compames controlled by Peter Haladin were
paid $2,000:per month for office management. services. - As at the:date of the most recently
completed fiscal year end $10,000 has been paid.to. F,1rs, Copi‘al Realty Ltd-and $14,000 has
been paid to Derby Reach Holdlngs Ltd » '

PARTICULARS OF OTHER MATTERS TO BE ACT I‘ED UPON' A

Approval of the Stock Optlon Plan

On August 21 2002 the TSX V enture Exchange (the - E}gchange ) pubhshed 1ts revxsed
Corporate Finance Manual. Under the Exchange’s policy 4.4, governing stock optlons all
issuers are required tp adopt & stock option-plan pursuant to which stock optionsmay be granted.
The Company currently has a “rolling” stock option plan which consists of shares of the
Company’s authorized but unissued.common shares . and.is limited t0.1.0% of the issued;shares of
the Company at the time-of any- granting of- -options (on-a non- drluted basis).,;; Any previously
granted optlons will be deemed to be accepted-into.and. govemed by the #Flan,.and.if any options
granted expire or terminate for any reason without havmg been exercised in full‘ the unpurchased
shares shall again be available under the Plan. The Plan complies with the requirements of

Exchange Policy 4.4 for Tier 2 issuers.. . .7 .ot o dvp v g
A copy of the Plan is availatle for review at the offices, Clark, Wilson, the registered offices of
the Company, at Su1te 800 — 885 West Georgla Street, Vancouver BC V6C 3H1 during normal
business hours up to and including the date of the Meetmg :
The Company is asking shareholders to approve the followmg res\oihtions:"

“Resolved that, subj ect to re;gulatory ap'oro\./alz

L. the Company’s 2004 Stock Option Plan (the “Plan”) be and it is hereby approved;
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2. the board of directors be authorized to grant options under and subject to the
terms and conditions of the Plan, which may be exercised to purchase up to 10%
of the issued common shares of the.Company as at the time of grant;

3. the outstanding stock options which have been granted prior to the

implementation of the Plan shall, for the purpose of calculating the number of

- stock options that may be. granted under the ‘Plan, be. treated as options granted
under the Plan; and L

4. ‘the directors-and officers of'the Company be authorized and directed to perform
such acts.and deeds-and things-and:execute all: such documents, agreements and
other wntrngs as may be requlred to grve eﬁ'ect to the true intent of these

. "'resoluuons : : T

Transmon Appllcatmn %0 Effect Transm.en of the Company under the Business
Corporations Act (British Columbia) v2 cro :

The British Columbia Business Ccrporations Act (sometimes-referred-to herein as the “New
Act”) came into force on March:29;:2004. - As:a result, the:British Columbia Company Act was
repealed, and the Company became a:“pre-existing company” subject to the provisions of the
New Act and the “Pre-Existing Company Provisions” set forth in Table 3 to the British
Columbia Business Corporations Regulation. A copy of the-Pré-Existing Company -Provisions
may be viewed during normal business hours at the office of the Company’s sohcrtors Clark,
erson at 800 - 885 West Georgla Street, Van\,ouver Bntrsh Columbra '

Every pre-exrstmg company is’ requlred to ﬁre a Transmon App11cat10n contarmng a Notice of
Articles with the British Columbia Registrar of Companies (the “Registrar”), as a result of which
the Nctice of Articies*will be dee’med‘t’o supersece and replace the company’s Memorandum. A
pre-existing company that fails to filé a Transition Application:containing a Notice of Articles no
later than March 29, 2006 will be subject to“dissolution. Further, ‘a pre-existing company that
has not transitioned 1tse1f under the New Act may not effect any changes to its Memorandum or
Articles. -

The New Act does not permit the Company to make any changes to its Charter as part of the
filing of the Transition Application: - The information contained in the Transition Application
will reflect the current status of the Company at the time of its filing, including the mandatory
application of the Pre-Existing Company Provisions,

In light of the foregoing, the shareholders will be asked to approve the following ordinary
resolution to approve the transition of the Company under the New Act

“BE IT RESOLVED that: -
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1. The Company be and is hereby authorized to file a Transition Application
containing the Notlce of Artlcles as requlred by the Busmess Corporations Act
(British Columbla) ' e A S

2. The Notlce of Artlcles in addrtron to contalmng the other mformatlon required to
be included therein under Buszness Corporatzons Act (Br1t1sh Columbla) shall
prov1de that R 1 i I
(a) o the authonzed share strl,cture shall consrst of 100 000 OOO common shares

without par value, and SRR .

.+ {b). .the.Pre-Existing-Company:Provisions set .forth: in Table:3 to the British
L ~'::Columb1a Busmess Corporatzons Regulatwn shall apply, o

3. The Company be and is hereby authonzed to alter 1ts Artrcles to the extent
necessary to ensure compliance with section 438 (3) of the Business Corporations
Act (British' Columbia) by adding:-to: the ﬁrst page thereof the Company s
incorporation number; and sRCnR T R PR

4. - . Any one directoror: officer -of the: Company be-and- is.:hereby ‘authorized to
‘ -execute'such documents and instruments; and to:do: such further -acts, as may be
. necessa.ry to give full effect to’ these resolutlons AU

Alteratnons to: Corporate Charter

_ Once the Company has ﬁled the Transmon Apphcatlon contalmng 2 Notrce of Arncles, it can
amend its Charter to take advantage of certain provisions of the New Act that grve greater
: ﬂexrbrhty to compames in terms of corporate governance For °xample e :

. a company may amend 1ts artrqles to specrfy the level of shareholder approval reqmred to
pass a special resolutron at a meeting, of shareholders provrded the requlred level of approval
is at least 2/3 and not more t,han 3/4 of the votes. cast;. O TSR »

e a company may amend 1ts authonzed share structure to prov1de for an unhmlted number of
authorized shares and

. 2 company may hold 1ts own shares 1nstead of returmng them to treasury, and a subs1d1ary
company may hold the shares of its parent company _

Removal of Pre-Existing Company Provzszons

The Pre-Existing Company Prov1s1ons carry over certam reqmrements that the Company was
subject to under the former Company Act (British Columbia). For example, they provide that the
majority of votes required for a pre-existing company to pass a:special resolution at a general
meeting of shareholders is 3/4 of the votes cast on that resolution. In order to take full advantage
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of the flexibility offered by the New Act, the Company’s shareholders will be asked to adopt a
special resolution authorizing the alteration of the Notice of Articles to remove the application of
the Pre-Existing Company Provisions. : aE

In light of the foregoing, the shareholders will be asked to consider and, if appropriate, approve
the following as a specxal resolution requinng approval by at least 3/4 of the votes cast at the
Meetmg e

“BE IT RESOLVED as a spec1al resolution that subJect to the filing of a Transition

Application contaimng a Notlce of Articles as required by the Business Corporations Act
(Brmsh Columbia) :

- 1. .:.The Pre-Ex1stmg r‘ompemy Prov151ons set forth in Table 3 of the Regulations to
the: Business Corporatiors. Act (British Columbia) (the “Pre-Existing Company
' Provisions M) be removed and no Ionger apply to the Company,

2. “Any one director or ofﬁcer of the Company be and is hereby authorized and

o ~directed, for and on:behalf ‘and: in-the name of the Company, to execute and
deliver the Notice of Alteration and any.supporting documentation required for
the purpose of giving effect to these resolutions; and

3. The removal of the Pre-Existing Company Provisions shall not take effect until
KR 'the Not1ce of Alteratlon is ﬁled w1th the Registrdr of Companies

’4\' L

‘ Alteratzon ofAuthorzZed Share Structure R N RS TRDRR ! ;:'::-_:,:; RO AT

Subject to the ﬁlmg of the Transmon Apphcation contaimng a Notice of ArthICS the Company
proposes to amend its Charter to alter the authorized share structure of the Company to consist
- of: (a) an unlimited nurnber of.common shares without par value, and (b) an unlimited number of
preference shares without par value; issuable in one or.more series, with the number of shares in,

and the special nghts or restnctlons attached to such series to be designated by the directors, by
resolution. . . LULR L nmine s Sl e el A

Management believes that authorizing the Company to issue an unlimited number of shares, and
providing for & class. of preference shares.issuable in series in the manner proposed, would
benefit- the Company. by allowing for- greater flexibility.: 'Among other -things, management
believes that adoption of this proposal would help to avoid the delays and expenses associated
with convening an extraordinary general meeting to approve alterations to the Company’s
authorized share structure to facilitate private placement financings involving the issuance of
preferénce shares with specifically-negotiated terms and conditions. Section 60 of the Business
Corporations Act (British Columbia) prov1des in material part, as follows:

60(1) The special rights or restrictions attached to the shares of a class of shares

(a) may provide that the class of shares includes or may include one or more
series of shares, and
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). . v_s,nbject'hltc -.visubsectlc'ns (3)} and(4),may authorize the directors, by
resolution, to do one or more of the following: - -

()  determine the maximum number, of shares of any of those series of

« + . shares that the.company is authorized.to issue, determine that there
is no maximum number or alter any determination made under this
subparagraph, and authonze the alteratlon of the notlee of articles

'-‘,accordmgly, s fnnege s Sl

(ii) alter the art1cles and authonze the alteratlon of the notice of
articles, to create an identifying name by which the shares of any

it -of ithoseseries ~of: shares--may :be: identified "or to ‘alter any

BRI '1dent1fy1ng name created Lnder tlns subparagraph

(iii) alter the art1cles and authonze the alteratlon of the notice of
. s, articles; to dttach special rights or restrictions to the shares of any

.+ of those series’ of: shaxes orto. alter any:- such specml rights or
;fw.restncttons e L LI el LT T e

B Tt T e B N T O e S IR S
ST 3 ' ;

3) If alteratlons detennlnanons o; authonzatmns contemplated by subsectlon (1)(b)
are to be made in relation to a series of shares of which there are issued shares,
those alterations, determinations and authorizations must.be made by.the type of

~ shareholders' resolution specified by the art1cles or, 1f the art1cles do not spec1fy
: the type of resolutlon byfafspemal resolutlon 1 : :

o w-j{;: R L TS W e

pet B : 1,‘ 07

(4. Each share of a senes -of shares must-have attached to 1t the same- spec1al nghts or
. -. ... restrictions as-are.attached: torevery: other:share of:that-series-of:shares; and the
special. rights -or restrictions;.attached to-shares:.of -a series : of: shares :must be
consistent with the special rights or restrictions attached to shares of the ¢lass of

shares of wh10h the series of shares isa part

Under section 60(6) of the Busmess Corpora‘uons Act (Bntlsh Columbla) no: spec1al nghts or
restrictions attached-t0 a series of sharés may confer on the series pnonty over any other series
of shares of" the same class. of shares: respectmg DTl b e . -

| (@ d1v1dends or
b a return of capltal

) .. on the‘dikssclution_ofthe_‘ccmpany? or. .
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(ii) onthe occurrence of any other event that entitles the shareholders holding
the shares of all series of shares of the same class of shares to a return of
_capital. L :

In light of the foregomg, the. shareholders will be asked to. con51der and, if appropriate, approve
the following as a spec1al resolutlon requlrmg approval by at least 3/4 of the votes cast at the

Meeting:

“BE IT RESOLVED, as a special resolution, -that, subject.to the filing of a Transition
- Application contammg the Notice of Artrcles as requrred by the Business Corporations
Act (Brrtrsh Columbla) ' : - .

1.

The maximum number of Common shares that the Company is authorized to issue
be increased from one hundred million (100,000 OOO) to an unlimited number of

- Common shares wrthout par value;.

There be created an unhmrted number of Class A Preference shares without par
value; B

. The Class A Preference shares may include one or more series and, subject to the
Business Corporatzons Act (Brltlsh Columbla) the directors may, by resolution, if

none of the shares of any particular series are issued, alter the Articles of the
Company and authorize the alteration of the Notice of Articles of the Company,

as the case > may be, to do one or more of the following:

(a) determme the maxrmum number of shares of that senes that the Company
s authonzed to issue; determrne that there is no such maximum number,
. or alter any such deterrmnatron

“ (‘b)‘ create an 1dent1fymg name for the shares of that senes or alter any such

1dent1fymg name; and

© attach specral rights or restnctmns to the shares of that series, or alter any

. such specral nghts or restnctlons

The holders of Class A Preference shares shall be entitled, on the liquidation or

dissolution of the Company, whether voluntary or involuntary, or on any other
distribution of its assets among its shareholders for the purpose of winding up its

. affairs, to receive, before any distribution. is made to the holders of Common
.shares or. any. other shares of the Company ranking junior to the Class A
" Preference shares with respect to the repayment of capital on the liquidation or

dissolution of the Company, whether voluntary or mvoluntary or on any other
distribution of its assets arnong its shareholders for the purpose of winding up its
affairs, the amount paid up with respect to each Class A Preference share held by
them, together with the fixed premium (if any) thereon, all accrued and unpaid
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cumulative dividends (if any and if preferential) thereon, which for such purpose
shall be calculated as if such dividends were dccruing on a day-to-day basis up to
the date of such distribution, whether or not earned or declared, and all declared
and unpaid non-cumulative dividends (if any and if preferential) thereon. After
payment to the holders of the Class A Preference shares of the amounts so
* payable to them, they shall not,”a$ such, be entifled to share in any further
" distribution of-thé property ‘or asséts of the* Company, except as specifically
provided in the special rights and restrictions attached to any particular series;

50 Except for- such nghts rélating 1o the electlon of directors'on a default in payment
. of-dividends as'may- be attdched fo any series of the ‘Class’A Preference shares by

the directors, holders of Class A Preference shares’ ‘$hall not be entitled; as such, to
~_receive notice, of or to attend or vote at any general meetmg of shareholders of

I the Corﬁpany,

Wby ey I WD T LT

P

6. Any one director or ofﬁcer of ‘the’ Company ‘beand is ‘hereby authorized and
_ directed, for and on behalf and in the name of the Company, to execute and
deliver ‘the Notice' of Alteration and’ any supporting’ documentat1on required for

the purpose of giving effect to these resolutions; and

7. Al ‘Stich ‘altéra ons o "th'-‘"authonzed share structure of the Company " shall not
- take effect unt1l the Notlce of Alterat1on 1s ﬁled w1th the Reglstrar of Companies.”

The Company proposes to amend its Charter to delete and cancel the ex15t1ng Articles of the
Company; and to téplace’ théi 4 therr entirety with' the' proposed Afticles attached as Schedule
“A” hereto. - Since -Part:22 of ‘the proposed ‘Atticles contains the: 'special rights and restrictions
that shall attach to the Common shares and the Class‘A’ Preference shares of the Company, the
inclusion of Part 22 in the Articles is conditional upon shareholder approval of the proposed
changes to the Company’s authorized share strttctureas Outhned above ‘

Sectlon 8.2 of the proposed Articles provides that the level of shareholder approval required to
pass a special resolution at a meeting of shareholders, shall be 2/3 of the votes cast rather than
3/4 of the votes cast. The shareholders will be asked to consider and, if appropriate, approve the
following as a specral resolut1on requlnng approval by at least 3/4 of the votes cast at the
Meetmg

““BE IT RESOLVED as‘ _ p’emal resolutlon that subject to’ the ﬁhng of a Transition
Apphcat1on contalmng ‘the’ Notice of Artlcles as required by the Business Corporatzons
Act (British Columbla) and subJect also to the ﬁhng of a Notice of Alteration removing

~ the application of the' Pre-Exrstmg Company Prov1s1ons the Articles of the Company be
~ altered by deletmg and cancelhng its ex15t1ng Articles and creatmg ‘and adopting the
Articles set out in Schedule A'as the Atrticles of the Company, provided, however, that
the 1nclus1on of Part 22 in the Artlcles is cond1t1onal upon shareholder approval of the
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alteration of the Company’s authorized share structure to create Class A Preference
shares issuable in series.”

Other Matters

The management of the Company is not aware of any other matter to come before the Meeting
other than as set forth in the Notice of the Meeting. If any other matter properly comes before
the Meeting, it is the intention of the persons named in the enclosed Form of Proxy to vote the
shares represented thereby in accordance w1th the1r best Judgment on such matter.

B I

ADDITIONAL INFORMATION

Additional information relating to the Company is on SEDAR at www.sedar.com. Financial
information relating of MEGASTAR DEVELOPMENT CORP. is provided in the Company’s
comparative financial statements for the financial year ended February 28, 2004. Shareholders
may contact the company to request copies of financial statements.at the following address: Unit
#5, 9110 Glover Road, PO Box 865, Fort Langley, BC VIM.282.

CERTIFICATE

The content and sending of th15 mformatlon cncular has been approved by the Company s Board
of Directors. _

The foregoing contains no untrue statement of a material fact and does not omit to state a
material fact that is required to be stated or that i is necessary ‘to make a statement not misleading
in the light of the circumstances in which it was made -

Dated as of the 21 day of May, 2004 - -

ey “Petér Haladin”
. PETER HALADIN -
President and Chief Executive Officer
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Interpretation Act applles

Incorporation No. 282946

BUSINESS CORPORATIONS ACT
ARTICLES
OF |

MEGASTAR DEVELOPMENT CORP
(the “Company”) C

PART 1- INTERPRETATION -
Defmmons LD R T e R : "
Without limiting Amde 1 2 in these Amcles unless the context requu'es otherw15e

“adjourned meetmg” ineans the meetmg to wh1ch a meetmg is adjoumed under Article 8.7 or
8.11; - ‘

“board” and “directors” mean the directors or sole director of thé Company for the time being;

- “Business Corporations’ A" means the Busmess Corporatzons Act S.B. C 2002 ¢.57, and
' includes'its regula‘aons IR

.‘f“Interpretauon Act” means the Interpretatzon Act R S B C 1996 c.. 238

“trustee”, in relation to a shareholder, means the personal or other legal representative of the
shareholder, and includes a trustee in bankruptcy of the shareholder.

Business Corporatlons Act definitions apply o

- The deﬁnmons in the Business Corporatzons Act apply to these. Artmles

The Interpretatton Act apphes to the mterpretahon of these Amcles as 1f these Artlcles were an enactment.
Conflict in definitions Lo e

If there is. a conflict between -a definition. i_n the Business Corporations Act and a deﬁnition or rule in the

,,,,,

will prevail in relatlon to the use of the term in these Artlcles
Conflict between Articles and legislation. -

If there is a conflict between these Articles and the Business Corporattons Act, the Business Corporations
Act will prevail.

PART 2- SHARES AND SHARE CERTIFICATES

Form of share certlficate

Each share certificate issued by.the Company must comply w1th and be 51gned as required by, the Business
Corporations Act. : ,

CLARK, WILSON
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2.2

2.3

2.4

25

2.6

3.1

3.2

4.1

Right to share certificate

Each shareholder is entitled, without charge, to one certificate representing the share or shares of each class
or series of shares held by the shareholder.

Sending of share certificate

Any share certificate to which a shareholder is entitled may be sent to the shareholder by mail and neither
the Company nor any agent is liable for any.loss to the shareholder because the certificate sent is lost in the
mail or stolen.

Replacement of worn out or defaced certificate

If the directors are satisfied that a ‘'share certificate is. wom vt or defaced;:théy must, on production to them
of the certificate and on such other terms, 1f any, as they think fit,

(a) order the certificate to be cancelled and
(b) issue a replacement share certificate.
Replacement of lost, stolen or destroyed-certificate;

If a share certificate is lost, stolen or destroyed a replacement share certificate must be issued to the person
entitled to that certrﬁcate xf the drrectors recerve

Ce h ey el [N

(a) proof Satlsfactory to them that the certlﬁcate is lost stolen or destro)’ed and '
(b)  any mdf=mn1ty the dlrectors con51der adequate P
Splitting share certificates - L e e e E R e e v e

o €

in the shareholder’s name 2 or more certlﬁcates each representmg a spec1ﬁed number of shares and in the
aggregate representing the same number of shares as the certrﬁcate so surrendered, the Company must
cancel the surrendered certificate and issue replacement shar& certificates i accordance ‘with that request.

Directors authorized to issue shares

The directors may, subject t6 thé'rights 6f thé holders"of the issued $hares of the Coifipany, issue, allot, sell,
grant options on or otherwise dispose of the unissued shares, and issued shares held by . the Company, at the
times, to the persons, including directors, in the manner, on the terms and condrtrons and for the issue

- prices that the directors; in their absohite’discretion; ay détermine. & "5 v oy

Company need not recognize unregistered interests S R HETEE I

Except as required by law or these- Articles; the Company nieed riot Fecognize ‘or provrde for any person’s
interests in or rights to a shafe unless that perSon is the shareholder of the share ' “

R PR

PART 4 - SHARE TRANSFERS

srmfee R IR

- Recording or registering'transfer -~ ' - <00 ST Lt 0

A transfer of a share of the Company must not be recorded or registered

(a) uniess -a.duly signed -instrument ;of. transfer, in -respect-of the share has been received by the
Company and the certificate representing the share to be transferred has been surrendered and
cancelled, or O

(o) if no certificate' has been issued.by .the Company in.respect of the share; unless a duly signed
instrument of transfer in respect of the share has been received by the Company. -

CLARK, WILSON
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4.2

4.3

44

4.5

5.1

5.2

5.3

6.1

" by the dlrectors

Form of instrument of transfer

The instrument of transfer in respect of any share of the Company must be either in the form, if any, on the
back of the Company’s share certificates or in any other form that may be approved by the directors from
time to time. ~ ‘

Signing of instrument of transfer

If a shareholder, or his or her duty authorized attorney, signs an instrument of transfer in respect of shares
registered in the name of the shareholder, the signed instrument of transfer constitutes a complete and
sufﬁcrent authority to the Company and its dtrectors officers and agents to register the number of shares
specified in the instrument’ of transfer, or, if no number is spec1ﬁed, all the shares represented by share
certlﬁcates depos1ted thh the mstrument of transfer ,

(a) . inthename of the person named as transferee m that mstrument of transfer or

®) if no person is named as transferee in that instrument of transfer, in the name of the person on
whose behalf the share certificate is deposited for the purpose-of having the transfer registered.

Enquiry as to title not requrred

‘Neither the Company nor any dtrector ofﬁcer or agent of the Company is bound to mqurre into the title of

the person named in the mstrument of transfer as transferee or, if no person is named as transferee in the

" instrument of transfer of the person ofi ‘whose behalf the msn'ument is deposited for the purpose of having
the transfer reglstered or is liable for any claim rélated to reg1ster1ng the transfer by the shareholder or by

any intermediate owner or holder of the shares, of any interest in the shares, of any share certificate
representing such shares or of any written acknowledgment of a right to. obtain a share certificate for such

shares. B P ST
Transfer fee e . :
There must be paid to the Company, in relanon to the reglstratron of any transfer the amount determined

e .
PR EN o

- PART 5 AC 'ZUIS'TION OF SHARES
Company authorized to purchasc shares o

Subject to the special nghts and restrictions attached to any ‘cldss or series of shares the Company may, if it
is authorized to do so by the directors, purchase or otherwise acquire any of'its shares:

Company authorized to accept surrender of shares

The Company may, Af it is.a n.uth01176d to. do so by the dtrectcrs accept a surrender of any of 1ts shares by

- way of gift or.for cancellation.:

, Company authortzed to convert fractronal shares mto whole shares

The Company may, if it is authonzed to do so by the directors, convert any of its fractlonal shares into
whole shares in accordance with, and subject to the limitations contained in, the Business Corporations Act.

PART 6 - BORROWING POWERS
Powers of directors o T . o
The directors may from time to time on behalf of the Company ® ‘

(@ . borrow money in the manner and amount, on the security, from the sources and on the terms and

,condmons that they consider approprlate

®) issue bonds, debentures and cther debt obligations either outright or as secunty for any liability or
: obl*gatton of the Company or any other person o

CLARK, WILSON
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7.1

72

73

7.4

7.5

7.6

_ unanimous resolution. The shareho,

‘applrcable annual general nteet' g

- ‘Calling of shareholder meetmgs

-4-

(c) guarantee the repayment of money by any other person. or-the performance of any obligation of
any other person, and

(d) mortgage or charge whether by way of specrﬁc or. ﬂoatmg charge .or give other security on the
whole or any part of the present and future undertaking of the Company.

PART 7 - GENERAL MEETINGS
Annual general meetmgs

Unless an annual general meetmg is deferred or walved in accordance w1th sectlon 182(2)(a) or {c) of the
Business Corporations Act, the Company must hold its ﬁrst annual general meeting within 18 months after
the date on which it was incorporated or otherwise recogmzed and after that must hold an ‘annual general
meeting at least once in each:calendar year and not more than 15 months after the last annual general
meetmo

—_-:_._ T . e NS IR ST A e ;

When annual general meetmg is deemed ‘to have beeit held

If all of the shareholders who are entitled to vote at an annudlsgeneral meeting :consent. by a- unanimous
resolution under the Business Corporatzons Act to all of the busmess that is reqmred to be transacted at that
annual general mee’cmg, ‘the annual ge eetmg is. deemed 0’ have been held .on the_date of the
. any"'unanunous resolutlon ] assed under this Artlcle 7.2,

The directors may, whenever they think fit, call a meeting of shareholders.

Notice for meetings of shareholders

" The Company must send’ notice of the date, tlme and locatlon of any meetmg of shareholders in the

manner provided in these Articles, or in such other manner, if any, as may be prescribed by ordinary
resolution (whether previous notice of the resolution has been given or not), to each shareholder entitled to
attend the meeting, to each; directoriand to:thé’auditor -of the Company, unless these Articles otherwise
provide, at least the following number of days before the meetmg

S P B T ST S

(@  ifand for s0 long as the Company isa pubhc company, 21 days e
) othermse 10 days

Record date for notice T U SURTSE AP RS L TR { L CUPEIC R RN

The directors: may set a date..as the record date-for :the purpose.of- determining shareholders entitled to
notice of any meeting of shareholders. The record date must not precede the date:on which the meeting is to
be held by more than two months or, in the case of'a general meeting requlsmoned by shareholders under
the Business Corporatzons Act, by ‘more than four months ‘The record date ‘must ‘not precede the date on
which the meeting is held by fewerthan:-. . 5 i o o Co e

(@ - ifand for so long as the"Company '1s‘a‘pnblic'e"on1pany,‘21"days';'-’" R

(b) otherwise, 10 days

If no record date is set, the record date is 5 p m. on the day unmedlately precedmg the first date on which
the notice is sent or, if no notice is sent, the begmmng of the meetmg

Record date for voting

The directors may set a date as the record date for the purpose of determmlng shareholders entitled to vote
at any meeting of shareholders. The record date must not precede the ‘date on which the meeting is to be
held by more than two months or, in.the case of a general meeting requisitioned by shareholders under the
Business Corporations Act, by more than four months. If no record date is set; the record date is 5 p.m. on
the day immediately preceding the first date on which the notice is sent or, if no notice is sent, the
beginning of the meeting.

CLARK, WILSON
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7.7

7.8

8.2

83

Failure to give notice and waiver of notice

The accidental omission to send notice of any meeting to, or the non-receipt of any notice by, any of the
persons entitled to notice does not invalidate any proceedmgs at that meeting, Any person entitled to notice
of a meeting of shareholders may, in writing or otherwise, waive or reduce the period of notice of such
meeting. : :

Notice of special business at meetings of shareholders

If a meeting of shareholders is to con51der special busmess w1thm the meanmg of Artlcle 8.1, the notice of
meeting must ‘ Rt :

(a) state the general r~ature of the spec1al busmess and o

®) if the special business includes considering, approving, ratifying, adopting or authorizing any
document or the signing of or giving of effect to any document, have attached to it a copy of the
document or state that a copy of the docume'lt wrll be avarlable for mSpectlon by shareholders:

(i) . at the Company s records office, or at. such other reasonably accessxble locatron in British
Columbia as is specified in the notice; and
(ii) during statutory business hours on any one or more specrﬁed days before the day set for

“the’ holdmg of the meetmg

PART 8 - PROCEEDINGS AT MEETINGS OF SHAREHOLDERS

* Special business 7 T W

At a meeting of shareholders, the following busmess is specral busmess -

(a) ata meetmg of shareholders that is not an annual general meetmg, all busmess is spemal business
- " :except busmess relatmg to the conduct of or votmg at the meetmg, '
(b) at.an annua‘ general meetmg, all busmess is, specral busmess except for the followmg
@) business relating to the conduct of or voting at the meeting; »
(ii) - consideration-of any finansial statements of the Company presented to the meeting;

(iii) consideration of any reports of the directors-or auditor;. - -
(iv) - .the setting cr changing of the number of directors; _

%) the election or appointment of directors;

(vi) . . .the.appointment cf an auditor;
' (vu) the settmg of the remunerauon of an audltor

-«(v111) busmess ansmg out ofa report of the duectors not. requmng the passing of a special
' . resolution or an exceptional resolution;.- y .

_(ix) ' " any other’ busmess ‘which, undef these Atticles or the Business Corporations Act, may be
transacted at a meeting of shareholders w1thout prlor notrce of the busmess being given to
the shareholders.’ :

Special majority

“The majorlty of votes requlred for the Company to pass a specral resolutron at a meetmg of shareholders is

two- thirds of the votes cast on the resolutlon
Quorum

Subject to the specral rights and restrictions attached to the shares of any class or series of shares the
quorum for the transaction of business at a meeting of shareholders is 2 persons who are, or who represent
by proxy, shareholders wno in the aggregate hold at least 1/20 of the issued shares entitled to be voted at
the meeting.
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8.4

8.5

8.6

8.7

8.8

8.9

8.10

8.11

8.12

Lack of quorum _

One shareholder may constitute quorum

If there is only one shareholder entitled to vote at-a meeting of shareholders,

(a) the quorum 1s one person who 1s or who represents by proxy, that shareholder and
) that shareholder, present in person or by proxy, may constitute the meeting.

Other persons may attend ' : '

The directors, the president, if any, the secretary, if any, and any lawyer or-auditor for.the Company are
entitled to attend any meeting of shareholders, but if any of those persons do attend a meeting of
shareholders, that person is not to be counted in the quorum, and is not entltled to vote at the meeting,
unless that person is a shareholder or'proxy holder entitled to voté:at the: meetmg '

Requlrement of quorum’

No busmess other than the electlonr of a chair of the- meetmg and the ad_]ournment of the meeting, may be
transacted at any meeting of shareholders unless 2 quorum of shareholders entltled to vote at the meeting is
present‘atthe commeéncement of the meetmg ' i : ‘

if, within 1/2 hour from the tune set for the holdmg of: rr'eetmg of sharebolders, a quorum is not present,

(a) in the case of a general meetmg convened by requisition of shareholders, the meeting is dissolved,
and TR S RS I8 S-S I SE TR A S AL TS LT R A
®) in the case of any other meeting of shareholders, the meeting stands adjourned to, the: same day in

the next week at the same tlme and place _ ‘
iF M PR EE SR AR ¥ S B L S N S

Lack of quorum at succeedmg meetmg

_ " was‘adjoumed a quorum is not
present within 1/2 hour from the tune set for the holdmg of the meeting, the persons present and who are,
or who represent by ; proxy, Siiarelioldeérs-éntitléd to-aftend and vote: at thie‘méeting eonstitute a quorum.

Chair

' Thie following individual is entitled t6 presidé as'chai: at 4 Hieting of sharehiolders: *

(a) the chair of the board, if aniy = 7l w0 wimarnr wan e e

(b) if the chair of the board is absesit-6f uniwillirig to ¢t as chaif of the meeting, the president, if any.
Alternate chair LAMIIET T '{"F’.'.'\l:‘ WL o

At any meeting of shareholders, the directors present niust choose ‘one of their number to be chair of the
meeting if: (2) there is no chair of the board or president. present within 15, minutes. after the time set for
holding the meeting; (b) the chair of the board and the president are unw1111ng to act as chair of the

meeting; or (c)'if the chair of the bdard: and the president have advised the secretary, if any, or any director
present at the meeting, that they will not be present™at the.meeting.. If in any of the foregoing

, circumstances, all .of the. directors present decline to accept.the position of chair or- fail to choose one of

their number to be chair of the meetmg', or, 1f no. duector is present the shareholders present in person or by
proxy must choose any person present at the meeting to chair the meetm°

Adjournments

The chair of a meeting of shareholders may, and if so directed by the meetmg must, adjoum the meetmo
from time to time and from place to place, but no business may be transacted at any adjourned meeting
other than the business left unfinished at the meeting from which the adjournment took place.

Notice of adjourned meetmg

It is not necessary to g1ve any notlce of an ad_]oumed meetmc or of the busmess to be transacted at an
adjourned meeting of shareholders except that when a meeting is adjoumed for 30 days or more, notice of
the adjourned meeting must be given as in the case of the original meeting;
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8.13

8.14

8.15.

8.16

8.17

8.18

8.19 .

8.20 .

8.21

8.22

: Demandl for a. poll on adjournment

Motion need not be seconded

No motion proposed at a meeting of shareholders need be seconded unless the chair of the meeting rules
otherwise, and the chair of any meeting of shareholders is entitled to propose or second a motion.

Manner of taking a poll
Subject to Article 8.15, if a poll is duly demanded at a meeting of shareholders,
(a) the poll must be taken E '

(i) at'the meeting, or within 7 days after the date of the meetmg, as the chair of the meeting
directs, and ‘
(i) ' in the manner at the tnne and at the place that the chalr of the meeting directs,

(b) the result of the poll is deemed to be a resolutlon of and passed at, the meeting at which the poll is

demanded, and

(c) the demand for the poll may be w1thdrawn

Apoll’ demanded’ at a meetmg of shareholders ona' questlon of ad_)ournment must be taken unmed1ately at
the meeting, o

Demand for a poll not to prevent contmuat’lonof meetlng “

The demand for a poll at a meetmg of shareholders does not, unless the chalr of the meeting so rules,
prevent the continuation of a meetmg ‘for the transaction’ of any busmess other than the question on which a
poll has been demanded.., cep L Hesose i weeEBE e o :

P
Vi N

Poll not available in respect of eiection of chair"

"No poll rnay be demanded in respect of the vote by whlch‘ a chalr of a meetmg of shareholders is elected.

Castmg of votes on poll
On a poll, a shareholder entitled to more than one vote need not cast all the votes.in the same way.
Chair must resolve dispute .. BUUEC NG TE U

In the case of any dispute as to the admission or rejection‘ of a vote élv’en on a poll, the chair of the meeting
must determine the same, and his or her determination made-in good-fzith is final and conclusive.

- Chair has-second.vote . -

In case of an equalit} of votes, thé chair of 2 meeting of shareholders will, either on a show of hands or on a
poll, have a casting or second:vote in addition tothe vote or votes to which the chair may be entitled as a
shareholder

. Declaratron of result R B

The chair of a meeting of shareholders must declare to the ‘me'eting‘ the decision on every question in
accordance with the result of the show of hands or the poll, as the case may be, and that decision must be
entered in the minutes of the meeting.

Meetings by telephone or other commumcatlons medlum

,‘A shareholder OT proxy- holder who is entitled to part1c1pate ina meetmg of shareholders may do so in

person, or by telephone or other communications:, medium, -if all -shareholders and proxy holders
participating in the meeting are able to communicate with each other; provided, however, that nothing in
this Section shall obligate the Company to take any action or provide any facility to permit or facilitate the
use of any communications medium at a meeting of shareholders If one or more shareholders or proxy
holders participate in a meeting a shareholders in a manner contemplated by this Section,

(@ each such shareholder or proxy holder shall be deemed to be present at ‘the meeting, and
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9.1

9.2

9.3

9.4

9.5

9.6

Amcle 9 3, deemed to be Jomt shareholders )

. person to act as its representatiye at any meeting of shareholders of the Company, and,. .. ..

-8-

®) the meeting shall be deemed to be held at the location specified in the notice of the meeting.

PART 9~ VOTES OF'SHAREHOLDERS
Voting rights

Subject to any special rights of restrictionsattached to anyshares and to the restrictions imposed on joint
registered holders of shares under Article 9.3, :

(@. . on a vote by show of hands, every person present who is.a, shareholder or proxy holder and

entitled to vote at the meetmg ‘has one vote, and P
(b) . on a poll, every shareholder entitled to vote.has one vote. in. respect of each share held by that
o shareholder that carnes the nght to vote on that poll and may exercrse that vote either in person or
by PrOX}’ R O I T I EATR LY PRI M SN A

Trustee of shareholder may vote

A person who is not a shareholder may vote on'a resolutlon at a meetmg of shareholders whether ona

. resolution, if, before doing so the person satisfigs the chair of the meeting at whlch the Tesolution is to be

considered, or satisfies all of the directors present ‘at the meetmg, that the person . is. a trustee for a
shareholder who is entitled to vote on the resolutxon

Votes by jOll‘lt shareholders

If there are Jomt shareholders regxstered m respec_L of any share, fem

(a) any one of the joint shareholders, but not both or all, may vote at any meetmg, either personally or
by proxy, in respect of the share as if that joint shareholder were. solely, entitled.to. it, or.

~(b) . if more than one of the joint sharcholders is present a, any, meetmg, personally or by proxy, the

" joint shareholder present whose name ‘stands first on the central securities register m respect of the
share is alone entitled to vote in respect of that share. eny T TR 03 s

Trustees as "omtfshareholders. SO L EE et Qn Gl o v SnininT 1 i a e s )

Two or more trustees of a shareholder in whose sole name any shareis* reglstered are; for the purposes of

Representatlve of a cOrporate shareholderv'- AT D WD I R e
If a corporation that is not a subsidiary of the Company is a shareholder;'that corporation may appoint a

550
(a) = for that purpose, the insttument appointing a representative must’ *« 551510 5 &7

oy

@) be received at the registered office of the Company or at any other p:la‘ce";speciﬁed in the
notice calling the meeting, for the receipt of proxies, at least-2 business days before the
day set for the holdmg of the meeting, or. . ..

G T e
RERTS S

() - be prowded ‘at'the meeting, to the chair of the meetmg, and £ B e

(b) if a representative is appomted under thrs Art1cle 9. 5

@ the representative is ‘entitled to exercise in- respect of and at that meeting the same rights
- i - on behalf of:the corporationthat thé:representative: Tepresents as that corporation could
exercise! if it were a shareholder who s an’ mdrv1dual mcludmg, without hmrtatron the

right to appomt a: proxy holder, and RISV o

‘ (ii) . the representatrve if present at the meetmg, 1s to be counted for the purpose of forming a
.. quorum and is deemed to be a shareholder present in person at the meeting.

When proxy provisions do not apply , e
Articles 9.7 to 9.13 do not apply to the Company if and for 50 long asitisa publrc company.
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9.7 Appointment of proxy holder

Every shareholder of the Company, including a corporation that is a shareholder but not a subsidiary of the
Company, entitled to vote at a meeting of shareholders of the Company may, by proxy, appoint a proxy
holder te attend and act at the meeting in the manner to the extent and with the powers conferred by the

proxy.
9.8 Alternate proxy holders

A shareholder may appomt one or more altemate proxy holders to act in the place of an absent proxy
holder.

9.9 When proxy holder need not be shareholder .

A person must not be appomted 2s 4 proxy. horder unless tne person is & shareholder although a person who
is not a shareholder may be apoomted as a proxy | holder if

(@) - .the person appomtmg the- proxv holder i$.a corporatron ora representatlve of a corporation
appointed under Article 9.5, :

(b) the Company has at the time of the meeting for whrch the proxy holder isto be appomted only one
shareholder entltled to vote at the meetmg, or

(e} the shareholders present m person or by proxy at and entltled to vote at the meetmg for which the
- proxy ‘holder i to bé’ ‘appointed, by a ‘resoliition on which the proxy holder is not entitled to vote
but in respect of which the proxy holder is to be counted in the qucrum, permit the proxy holder to
attend and vote at the meeting.

9.10 Form of proxy

A proxy, whether for a specified meeting or otherwise, must be either in the followmg form orin any other
form approved by the; dxrectors or.the chair of the meeting:.- R

4o e :(Name:of Company)

The undersxgned, bemg a shareholder of the above named Company, hereby appoints
eesiieiiensiivigeteseninindins OFy failing that-person; ...l i, @s proxy holder
for the undersrgned to attend, act and vote for and on behalf of the undersrgned at the
meeting of shareholders to be held on the day of and at any ad_]ournment of that meeting.

Slgnature of shareholder

9.11 Provision of proxies o
A proxy for a meeting of shareholders must <~ -

(a) be received at the registered office of the Company.or at any other-place specified, in the notice
calling the meeting, for the receipt of proxies, at least the-number. of business days specified in the
notice, or if no number of days is specxﬁed 2 busmess days before the day set for the holding of
tne meetmg, or -

(b) vl unless the niotice prov1des otherwrse be prov1ded at the tneetmg to the cha1r of the meeting.
9.12 Revocation of proxies .
Subject to Article 9.13, every proxy may.be revoked by an instrument in writing that is

(@) received at the registered office of the Company at any time up to and including the last business
day before the day set for the holding of the meeting at which the proxy is to be used, or

(b) = provided at the meeting to the chair of the meeting.

o CLARK, WILSON
Dijmsger072 © oo




9.13

9.14

9.15

10.1.

10.2

10.3

10.4

'Production of evndence of authonty to vote

, of the authonty to vote.

. Number of directors

-10 -

Revocation of proxies must be signed

An instrument referred to in Article 9.12 must be signed-as follows:

‘ (a) if the shareholder ‘for whorn the | proxy holder i is appomted is an md1v1dual the mstrument must be

signed by the shareholder or his or her trustee;

(b) if the shareholder for whom the proxy holder is appointed is a corporatlon the instrument must be
signed by the corporatlon or by a representatlve appomted for the corporat1on under Amcle 9.5.

Validity of proxy votes

A vote given in accordance with the terms of a proxy is valid despite_the death or incapacity of the
shareholder giving the proxy and despite the revocation of ‘the " proxy or the revocation of the authority

-under which the proxy is given, unless: nonce in wntmg of that deatlr; mcapacrty or revocation is received

(a) at the registered office of the Company, at any ‘time' up to and” mcludmg the last business day
before the:day: set for the holding of'the meeting.at: whrch the proxy is to be used or

(b) by the chair of the meeting, before the vote is taken e

Abut need not mqurre mto the authorrty of any person to vote
I ot ,f.ev1dence as to the existence

The chair of any meeting of shareholders may,
at the meeting and may, but nieed n

The number of dlrectors excludmg addmonal d1re¢tors lappomted m‘rder Artlcle 1 l 8 is set at

(a) if the Company is a public:company; the greater of three and the number most recently
estabhshed .

e e .,:., sy le,"

ey e i ey
VIR AP K : 4 RAISRE I TN, 1

: (i) s by ordmary resolutlon (whether or nbt prewous notrce of the resolutron was given); and
ody underAmclell4 f,. R e
(b) if the Company is not a pubhc company, the number most recently estabhshed

@) by ordinary resolution (whether or not prev1ous notlce of the resolutlon was given); and
(ii) under Article 11.4. SN T SR W

Change in number of directors . LR

If the number of directors is set under Articles 10. l(a)(l) or 10.b)(iyx v i sars et

“(a) - - the shareholders may elect or appomr the dn'ectors ‘needed to ﬁll any vaca.ncres in the board of

dlrectors up to that:number;

' (b‘) if, contemporaneously w1th settmg that:"number the shareholders do not elect or appoint the

directors needed to fill vacancies in the board of directors up to that number, then the directors
“ may appoint, or.the shareholders'may elect or appeint; directors to fill those vacancies.

Directors’ acts valid despite vacancy

An act or proceeding of the directors-is:not invalid merely because fewer directors have been appointed or
elected than the number of directors set or otherwise required under these Articles.

Qualificaticns of directors. ¢

A director is not required to hold a share in the capital of the Company as:qualification for his or her office
but must be qualified as required by the Business Corporations Act to become, act or continue to act as a
director.
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10.5

10.6

10.7

10.8

11.1

112

11.3

Eléction at annua! general meetlng ‘

-11-

Remuneration of directors

The directors are entitled to the remuneration, if any, for acting as directors as the directors may from time
to time determine. If the directors so decide, the remuneration of the directors will be determined by the
shareholders. That remuneration may be in addition to any salary or other remuneratlon paid to a director
in such director’s capamty as an officer or employee of the Company

Reimbursement of expenses of directors ..

The Company must reimburse each dlrector for the reasonable expenses that he or she may incur in and

~ about the busmess of the Company.

Special remuneratmn for dxrectors

If any director performs any professional or other services for the Company that in the opinion of the
directors are outside the ordinary duties of a director, or if any:director is otherwise specially occupied in or
about the Company’s business, he or she may be paid remuneration fixed by the directors, or, at the option
of that director, fixed by ordinary resolution, and such’ rémuneration may be either in addition to, or in
substitution for, any other remuneration that he or she may be entitled to recsive.

Gratuity, pension-or allowance on retirement-of director. = - _*

Unless otherw15e determmed by ordmary resolutmn the duectors on behalf of the Company may pay a

~ gratuity or pension ‘or allowa.nce on renrement to any d1rector who has held ahy salaried office or place of

profit with the Company or 6 his or her spouse or dépendants and may make contributions to any fund and
pay premiums for the purchase or provision of any such gratulty, pensxon or allowa.nce

- PART 11 - ELECTIQN AND REMOVAL OF DIRECTORS

CRETY

At every annual general meeting and in every unanimous resolution contemplated by Article 7.2:

(@) | the shareholders entjtled to vote at the annual general meeting for the electlon of directors must

“elect, or'in the unanjmous. resolutxon appomt a board of directors consxsnng of the number of
dlrectors for the t1me bemg set under these Artlcles and

~(b)  all the directors cease to hold office immediately. before the, electlon or appomtment of directors

under pa.ragraph (a), but are ehgrble for re-electlon or re-appointment.
Consent to be a drrector S Py

No election, appointment or de51gnat10n of an mdlvndual as & dxrector is valid unless

- {(a) - that individual consents to be a drrector in the. manner provrded for in the Business Corporations
Act; or o vt gt IlE
) that mdlvidual is elected or appointed at a meeting at which the individuval is present and the

individuali does not refuse, at the meeting, to be a director.

Failure to elect or appoint directors

If: . ‘
(a) the Company fails to hold an annual general meeting, and all the shareholders who are entitled to
' vote at an annual general meetmg fail to pass the unanimous resolutron contemplated by Article
7.2, on or before the date by which the annual general rneetmg is required to be held under the
Business Corporations Act; or - s .
(b) the shareholders fail, at the annual general meeting or in the unanimous resolution contemplated

by Amcle 7 2, to elect or appomt any dlrectors 5 _
then each drrector in office at such time continues to hold ofﬁce unt1l the earlier of:

() ‘the date on which his or hér successor is elected or appomted, and
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(d) the date on which he or she otherwise ceases to hold office under the Business Corporations Act or
these Artlcles )
11.4 Places of retiring dn‘ectors not filled .
If, at any meeting of shareholders at whxch there should be an election of directors, the places of any of the
retiring directors are not filled by that election, those retiring directors who are not re-elected and who are
asked by the newly elected directors to continue in office-will;:if willing to do so, continue in office to fill
the vacancies in the number of directors set pursuant to these Articles until further new directors are elected
at a meeting of shareholders convened for that purpose. If any such eléction or continuance of directors
does not result in the election or continuance of the number of directors set pursuant to these Articles, the
number of directors of the Company is deemed to be set at.the number: of directors actually elected or
contmued in office. ' . 3 .
11.5  Directors may ﬂll casual vacancles
Any. casual vacancy oceurnng k board of drrectors may., be ﬁl]ed by the dlrectors
11.6  Remaining directors”:power:to: act R R R
The directors may act notwrthstandmg any"vacancy:in'the board of:directors, but:if the Compary has fewer
_directors in office than the number set Jpursuant to, these Artrcles as the _quorum ¢ of dlrectors the drrectors
' meetmo‘ of shareholders to fill. any
by the Buszness Corporatzons Ac '
11.7  Shareholders may fill vacancies
If the Company has no directors :or. fewer:diréctors in office thah’the number: sét pursuant to these Articles
as the quorum of directors, the shareholders may elect or appomt dlrectors to Jﬁll any vacanc1es on the
board of directors. ho B
11.8 Addltlonal directofs FRIIEC CTONNCENRET S DUTARRSTL S Tl e g BRSS!
~ Notwithstanding Articles 10.1" and’, 10. ' me
" contemplated by Arficle 7.2, thé’ directors | may appomt oie or more add onal d1rectors but the number of
additional directors appomted under thls Artlc‘le 1.8 must not at’ any ‘tinie exeeed:”
(@ “oné-third” of the niitnber of fi ‘
first directSrs hiave riot yet compléted théir hrst term of ofﬁce or
(0)] in any other case, one-third of the number of the current drrectors who were elected or appointed
as directors other:than under this; Article 11,85 ri v it 1 ns no
Any director.so -appointed ceases to-hold:office .immediately: before' the .nexti election or appointment of
directors under Article 11.1(a), but is eligible for re-election or re-appointment. - \
11.9. :Ceasing to be a director: - - . :
A director ceases to be a director when:
(a) the term of office of the director expires;
) the director dieS'
' (c) " " the dlrector resrgns “as a dlrector by notrce in wrltmg provrded to the Company or a lawyer for the
' CompmnsoerQ),:w [ R
{d) the director is removed ﬁ'om ofﬁce pursuant to Amcles 11 10 or 11 11
11:10° .Removal of director by shareholders
The Shareholders may, by special resol\iti‘on,rer‘rioye: any director before the expiration of his or her term of
office, and may, by ‘ordinary resolution; elect.or appoint :a director-to. fill the resulting vacancy. If the
shareholders do not contemporaneously elect or appoint a director to fill the vacancy created by the
o CLARK, WILSON
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removal of a director, then the directors may appoint, or the shareholders may elect or appoint by ordinary
resolution, a director to fill that vacancy.

11.11 Removal of director by directors - -

The directors may remove any director before the expiration of his or her term of office if the director is
convicted of an indictable offence, or if the director ceases to be qualified to act as a director of a company
and does not promptly resign, and the directors may appoint a director to fill the resulting vacancy.

A PART 12 ~ PROCEEDINGS OF DIRECTORS
12.1 Meetmgs of directors

The directors may meet together for the conduct of busmess adjoum and otherwrse regulate their meetings
as they think fit, and meetings of the board held at regular intervals may be held at the place, at the time
and on the notice; if any, that the-board mey by resolution froni time to time determine.

122 Chair of meetings T T '
Meetmgs of dlrectors are to be chaxred by

' (@, . the charr of the board 1f a.ny,

(b) in the absence of the chair of the board, the presrdent 1f any, 1f the -president is a director, or

() any other director chosen by the directors if ‘
(i) = - neither the chair of the board ner the president, if a director, is present at the meeting

" within 15 minutesatter the tune set for holdmg the meetmg,

(ii) neither the chair of the board nor the presrdent, if a dlrector is w1111ng to cha1r the
meeting, or

(iii) - “the chair'of the'board and the president, if a director; have advised the secretary if any, or
any other director, that they will not be present at the meeting.

12.3 Voting at meetings

+ Questions arising at any meeting of directors aré to b¢ decided by a miajority of votes and; in the case of an
equality of votes, the chair of the meeting does niot have a second ot casting vote. :

12.4  Meetings by telephone or other commumcatlons medlum

A director may partrcrpate ina meetmg of the drrectors or of any comnnttee of the directors in person, or by
telephone or other communications medium, if all directors participating iri the meeting:are able to
communicate with each other. A director may participate in a meeting of the directors or of any-committee
of the directors by a communications medium other than telephone if all directors participating in the
meeting, whether in ‘person or by telephone or other communications medium, are able to communicate
with each other and if all directors who wish to participate in the meeting agree to such participation. A
director who participates in a meeting in a manner contemplated by this Article 12.4 is deemed for all

" purposes of the Business Corporations Act and these Articles to be present at the meeting and to have
agreed to participate in that manner. w ¢

12.5  Who may call extraordiniary meetings

A director may call a meetmg of the board at any time. The secretary 1f any, must on request of a director ,
call a2 meeting of the board.- ‘ R

12.6 Notice of extraordinary meetings

Subject to Articles 12.7 and 12.8, if a meeting of the board is called under Article 12.4, reasonable notice of
that meeting, specifying the place date and time of that meeting, must be given to each of the directors

(a) by mail addressed to the director’s address as it appears on the books of the Company or to any
other address provided to the Company by the director for this purpose,
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12.7

12.8

12.9
12.10

12.11

12.12

13.1.

13.2.

drrector otherwrse requrres in wrrtmg to the Cornpany

_ Appo:ntment of commlttees SRR

" The d.rectors may, by resolutron

' by - delegate to a commrttee appomted under paragraph (a) any of the i

-14 -

(b) - by leaving it at the director’s prescribed address or at any other address provided to the Company
by the director for this purpose, or

(c)  orally, by delivery of written notice or by telephone, voice mail, e-mail, fax or.any other method
of legibly transmlttmg messages

When notice not requlred _
It is not necessary to give Tnotice of a meeting of the directors to a director if

(a) the meeting is to be held 1mmed1ate1y following a meeting of shareholders at which that director
was elected or appomted or is the méeting of the directors at which that dlrector is appomted or

(b) the director has filed a waiver under Amcle 12.9.

Meeting valid desprte fallure to grve notrce

The accrdental omrs.,lon to give notrce of. any meetmg of: drrectors to any drrector .or the non recerpt of any
notice by any director, does not invalidate any proceedings at that meeting.

Waiver of notice of meetings |

VTEGY, s T E It e -

Any director may file with the Company a document Slgrred by the vdlreetor 'waﬁ}mg notrce of any past,

fyege

meetings of the directors held-after that withdrawal., . . = = v i

PR

Effect of waiver Hent s e e

After a director files a waiver under.Asticle 12.9, with respect to_future: meetmgs of the directors, and until
that waiver is wrthdrawn, notice of any. meetmg: ofthe. drrectors need not be given to that director unless the

[

Quorum

: The quorum necessary.for the transaction of. the busmesc of the drrectorsmay be set by the directors and, if

not so set, is a majority.of the directors.,

If only one director

If there .is only one director;.the.quorum necgssary forthe t transactron of the busmess of the directors is one
director, and that director may. constitute a meeting. ; e .

(a) - 'appornt one- or- more commrttees consrstmg of e-fdir,eotorz_u,er.;.dir_ectors,ﬂ that..they consider
.. .appropriate, Cat s T : S e e ‘

RPN

eCtors’ powers, except

6)) the power to ﬁll vacancies in the board St g RN D g
(ii) the power to change the membership of;.or fill:vacancies in, any comrrrittee of the board,
and

(iii)  the power to appomt or remove ofﬁcers appomted by the board and
() make any delegation referred to in paragraph (b) subject to the conditions set out in jthe. resolution.
Obligations of committee »
Any committee formed under Article 13.1, in the'exercise of the powers delegated to it, must

(@ conform to any rules that may ﬁ‘o_m trme‘ to tlme.be'rmposed on it by the drrectors, and

CLARK, WILSON
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(b) report every act or thing done in exercise of those powers to the earliest meeting of the drrectors to
be held after the act or. thmg has been done.

13.3 Powers of board

The board may, at any time,

(a) revoke the authority given to a committee, or override a decrsron made by a committee, except as
to acts done before such revocaticn or ovemdmg, :
"~ (b) terr_mnate the appointment of, or change the member_ship of,a comnﬁttee, and
(c) fill vacancies in a committee; - . - '

13.4  Committee meetings
Sub_)ect to Artlcle 13 2(a),

Latitle ot

(a) ;the members of a d1rectors comm1ttee may meet and adJoum as they thmk proper,

(b) a d1rectors-~comm1ttee.may ‘elect a’chair of its megtings buit, if ho chair of the meeting is elected,
: : - or if at any meeting-the chair cf tiig'meeting is 1ot present withid 15 minutes after the time set for
- holding the meeting, the: directors present who:are members of the' committee may choose one of

their number to chair the meeting,

© a majority of the members of a'directors’-committee constitutes a quorum of the committee, and

d) questions arising at any meeting of a directors’ committee are determined by a majority of votes of
the members present, a.nd in case of an equahty of votes, the chair of the meeting has no second or
castlng vote .

gt e e e
S

PART 14 - OFFICERS
14.1 = Appointment of officers ,

R ( SR IR Ay e .‘,/ & H ih i v .

The board may, from time to time, appoint a presrdent, secretary or any other ofﬁcers that it considers
necessary, and none of the individuals appointed as officers need be a member of the board.

14.2  Functions, duties and powers of of’¢ers =+ -~ 7f

The board may, for each officer, oL

(2) determine the functions and duties the officer is to perform; - - ..«
®) entrust to and confer on the officer any of the powers: exercisable by the directors on such terms
7 and conditions and with suchrestrictions as, the directors ,think fit, and .
(c) - from time totime revoke wrthdraw a‘ter or vary all or any of the’ functlons duties and powers of
. theofﬁcer b A e -

14.3 Remuneratlon '

All appointments of officers are to be made on the terms and conditions and at the remuneration (whether
by way of salary, fee, commission, participation in proﬁts or otherwrse) that the board thmks fit and are
subject to termination at the pleasure of the board.

PART 15— CERT‘AIN PERMITTED 'ACTIVITIES OF DIRECTORS
15.1 Other office of director

A director may hold any office or-place of profit with the Company (other than the office of auditor of the
Company) in addition to his or her office of director for the period and on the terms (as.to remuneration or
otherwise) that the directors may determine. T

o CLARK, WILSON
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15.3

154

16.1

16.2

17.1

172

18.1

18.2

.18.3
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No disqualification

No director or intended director is disqualified by his or her office from c'oritracting with the Company
either with regard to the holding of any office or place of profit the director holds with the Company or as
vendor, purchaser or otherwise.

Professional services by dlrector or officer

Subject to comphance w1th the provisions .of the Buszness Corporatzons Act a du'ector or officer of the
Company, or any corporation or firm in which that individual has an interest, may act in a professional
capacity for the Company, except as auditor of the’ Company, and the diréctor or officer or such corporation

or firm is entitled to remuneration for professional services-as if that individual wetre not a director or
officer.

Remuneration and benefits received from certain entities

A director or officer may be or become a dlrector officer or employee of or may otherw1se be or become
interested in, any corporatior, “fim of entity in which the' Company may ‘be interested as a shareholder or

- otherwise; and, subject;to compliance-with the provisions :of the: Business-Corporations Act, the director or
. officer-is not accountable: to:the-Company: for:any;remuneration or other:benefits received by him or her as
- -director, officer or-employee ef,-or from his or;herv;ingerest»in,x;such o_t_her,-_cor:poration, firm or entity.

.3 PART 46 INDEMNIFICATION

Indemnification of directors :

The directors must Catisé the Company ‘to’ indéminify its d1rectors ‘and former dlrectors and their respective

heirs and personal or other legal representatives to the greatest extent permltted by Division 5 of Part 5 of
the Business Corporations Act.

B e SR ST B S

Deemed contract

Each director is deemed to have contracted Wlth the Company on the terms ‘of thé mdemmty referred t in
AIT]C]C;16 1. R R T b i n -

PART 17 - AUDITOR:«. ;. .1

Remuneration of an auditor . , R AT SR REE B C Y]

The directors may set the remuneration of the:auditor of the Company. = .

Waiver of appointment of.an. audltor~ Gt el ¢ TR mAan Ll nT

The Company shall ot be reqmred o' appomt an auditor if al of the sharéholders of thé Company, whether

.- or not:their- shares otherwise-carry. the; right. to: vcte; resolve: by..a -unanimous. resolution to waive the

appointment of an auditor. Such waiver may be given before, on or after the-date: on which an auditor is
required to be appointed under the Business Corporations Act, and is effective for one financial year only.

" 'PART18~DIVIDENDS =~ "
Declaration of dividendo

Subject to the rights, if any, of shareholders holding shares with special rights as to dividends, the directors
may from time totime:declare and authorize payment:of any: dividends the directors consider appropriate.

No notice required

.The directors need not give.notice to any shareholder of any declaration under Artlcle 18.1.

Directors may determiné when dmdend payable

Any dividend declared by the directors may be made payable on such date as is ﬁxed by the dlrectors

CLARK WILSON
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18.6

18.7

18.8

18.9

191

20.1
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Dividends to be paid in accordance with number of shares

Subject to the rights of shareholders, if any, holding shares with special rights as to dividends, all dividends
on shares of any class or series of shares must be declared and paid according to the number of such shares
held.

Manner of paying dividend

A resolution declaring a dividend may direct payment of the dividend wholly or partly by the distribution
of specific assets or of paid up shares or fractional shares, bonds, debentures or other debt obligations of the
Company, or in any one or more of those ways, and, if any difficulty arises in regard to the distribution, the
directors may settle the difficulty as they consrder expedlent, ‘and, in partlcular may set the value for
distribution of specific assets.

Dividend bears no interest

No dividend bears interest agamst the Company AR

' Fractronal drvrdends ‘

i

Ifa d1v1dend to whrch a rfhareholder is entrtled mcludes a: fractlon of the smallest monetary unit of the

currency of the dividend, that fraction may be dlsregarded m makmg payment of the dividend and that
payment represents full payment of the dividend. -

Payment of dividends ~ e

Any dividend or other dlsrtrihutiOncpayable“in‘e"ash' in Tespect of shares may be paid by cheque, made

. payable to the-order of the-person to ' whom it is sent; and-mailed.

'(a) A subject to paragraphs (b) and (c), to the address bf the shareholder

(b) subject to paragraph (c), rn the case of jomt shareholders, to the address of the joint shareholder
whose name stands first on the central secirrities Tegister in réspect of the shares, or

(¢)  ‘tothe person"a’nd fo the address as the sharehold_er or_v Jomt‘shareholders may direct in writing.

_‘,Recerpt by jomt shareholders

If several persons are Jomt shareholders of any share any one of them may grve an eﬁ'ecttve receipt for any
dividend, bonus or other money payable in respect of the share.

PART 19- ACCOUNT]NG RECORDS
Recordmg Of ﬁnancrai affarrs

The board must cause adequate accountmg records to be keot t0. record properly the ﬁnanc1a1 affairs and
condition of the Company and to comply with the provisions of the Business Corporations Act.

o PART 20— EXECUTION OF INSTRUMENTS UNDER SEAL
Who may attest seal: - SR S

The Company’s seal, if any, must not be impressed on any record except when’ that impression is attested
by the signature or signatures of : o :

(a) - any 2 directors;

®) - any ol’ﬁcer, together withany director,”

(c) if the Company has only one director, that director, or

@ 3ny one or ‘more directors or ofﬁcers Or persons as may be determmed by resolution of the
irectors. .

CLARK, WILSON
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21.1
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213

214

215

’ and hohdays excepted, followmg the date of marlmg

-18-

Sealing copies

For the purpose of certifying under seal a true copy of any resolution or other.document, the seal must be
impressed on that-copy and; despite: Article 20.1; may be attested by the signature of any director or officer.

PART 21 - NOTICES
Method of grvmg poticé .. - '

" Unless the Business. Corporatzons Act or these Artlcles provrdes othervyrse a notlce statement, report or

other record required or perrmtted by the Busmess Corporatzons Act or these Artlcles to be sent by or to a
person may be sent by any one of the following methods: : :

(a) mail addressed to the person at the applicable address for that person as follows

) for a record mailed to a shareholder the shareholder’s registered address
(if) for a record mailed to a drrector or officer, the prescribed address for maxlmg shown for

the director or officer in the records kept by the Company or the mailing address
SRS prov1ded by the rec1p1ent for the ren.lmg of that record or records of that clas

J('iii) " ha any other case, the malhng address of the mtende ) cipient; o

(b) delivery at the applicable address for that person as follows, addressed to the person
[ for a record dehvered toa shareholder the shareholder $ reglstered address

(ii) for a record dehvered to' a'difector of officer, theprescribed address for delivery shown
for the director. or .officer.in the records kept by the Company or the delivery address
provrded by the recrplent for the sendmg of that record or records of that class

- . (iii) :..;m any other case, th delwery address of the mtended recrpren' i

>

~ (©) - .- sending the record by fax to the fax number provided by the mtended recrplent for the sending of

that record or records of that class o

@ sending the record by email to the email address provrded by the mtended reuprent for the sendmg
-+ - of that record or records of that: class, B .

(e) physical delivery to the mtended recrplent

Deemed receipt of mailing..

CTVUI T bR w7

A record that is mailed to a person by ordmary rnaxl to the appllcable address for that person referred to in
Article 21.1 is deemed to be received by the person to whom it was marled on the day, Saturdays Sundays

Certificate of sending e
A certificate signed by. the secretary, if any, or other, officer of the Company or of any other corporation
acting in that behalf for the Company stating that a notice, statémeént, réport or other record was addressed
as required by Article 21.1, prepaid and mailed or otherwise sent as permitted by Article 21.1'is conclusive
evidence of that fact. |

Notice to joint shareholders

A notice, statement, report or other record may be provided by the Company:to the Jomt shareholders of a

"share by providing the notice to the joint shareholder ﬁrst named in the central securmes regrster in respect

of the share.

Notlce to trustees

" A notice, statement report or other record may be prov1ded by the Company to the persons entitled to a

share in consequence of the death, bankruptcy or incapacity of a shareholder by:

(a) mailing the record, addressed to them:

CLARK, WILSON
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@) by name, by the title of the legal personal representative of the deceased or incapacitated
shareholder, by the title of trustee of the bankrupt shareholder or by any similar
description; and

(i) at the address, if any, supplied to the Company for that purpose by the persons claiming
.to be so entitled; or

(b) if an address referred to in Article 21.5(a)(ii) has’not been supplied to the Company, by giving the
notice in a manner in which it might have been gwen if the death bankruptcy or incapacity had
not occurred.

 PART 22 - SPECIAL RIGHTS AND RESTRICTIONS
221 Common shares - - . e e e e e e a,_ a‘....

Each Common share shall entitle the holder thereof to notice of and to attend and to cast ONE (1) vote for
each matter to be decided at a general meetmg of the Company

22.2 Class A Preference shares issuable in series ]
The Class A Preference shares'rnay include one or more seri_ehs”andusubject to the Business mCorporat.ions
Act (British Columbia), the directors may, by resolution, if none of the shares of any particular series are
issued, alter the Articles of the Company and ‘aufhiorize the altération of the Notice of Articles of the

- Company, as the-case may be; tor dooneor more of the foﬂowmg e

detérmine the maxifum number of shares of that séries that the Company is authorized to issue, determine
»that there is no such maximum number or alter any such determination;

v , create an 1dent1fy1ng nirie for'the shares of that senes or altér- any ‘suich 1dent1fy1ng name; and -

attach spec1a1 rights or restnctlons to the shares of that series, or alter any such special rights or restrictions.

22.:3” : 'Dlssolutlon'or winding up - T e B

-

The holders of Class A Preference sha.res shall be entitled, on the liquidation or dissolution of the
shareholders for’ the purpose of wmdmg up 1ts affairs, to Teceive, before any “distribution is made to the
holders of Common shares or any other shares of the Company ranking junior to the Class A Preference
shares with respect to the repayment of capital on the liquidation or dissolution of the Company, whether
voluntary or involuntary,-or on any other. distribution:of its-assets among its sharehclders for the purpose of

- winding- up its affairs; the amount: paid up: with respect to each Class' A Preference share held by them,
together with the fixed premium (if any) thereon, all accrued and unpaid cumulative dividends (if any and
if preferential) thereon, which for such purpose shall be calculated as if such dividends were accruing on a
day-to-day basis up to the date of such distribution; whether or not earned or declared, and all declared and
unpaid non-cumulative dividends (if any and if preferentlal) thereon. After payment to the holders of the

- Class A Preference shares of the amounts so payable to them, they shall not, as such, be entitled to share in
any further distribution of the property or assets of the Company; except as specifically provided in the
special rxghts and restrictions attached to any pamcular series.

224 Class A Preference shares do not confer nght o receive notlce of, attend or vote at general meetmgs

Except for such rights relating to the election of directors on a default in payment of dividends as may be
attached to any series of the Class A Preference shares by the directors, holders of Class A Preference
shares shall not be entitled, as such, to receive notice of, or to attend or vote at, any general meeting of
shareholders of the Company. '

CLARK, WILSON
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Schedule A:

Schedule B:

" Related party transactlons

MEGASTAR DEVELOPMENT CORP.
YEAR END REPORT
for the year ended February 29, 2004

Financial Information o .
— See consolidated financial statements attached

Suppleme_r_‘xfta‘ry Information™ "~ ‘

Analysis of expenses-and- deferred costs: .

Administrative Expenses
— - See consolidated financial statements-attached: .+

Deferred Costs

.- See,conso,lidated ﬁnancialV_s,jt,aten}enjtggtt,ached"_ ‘

—  See Note 5 to the consolldéted financial statements attached

Summary of securities issued and options granted during the period: |

a) Summary of common shares issued:

Net
Date Type Number Price - Proceeds Consideration
Apr. 22/03 Private placement 800,600 $0.12 $ 96,000 Cash
Jul. 17/03 Exercise of options 100,000 $0.14 $ 14,000 Cash
Oct. 10/03 Exercise of options 100,000 $0.13 §$§ 13,000 Cash
Oct. 17/03 Exercise of options 100,000 $0.13 $ 13,000 Cash
Nov. 21/03 Exercise of options 100,000 $0.13 $ 13,000 Cash
Dec. 4/03 Exercise of options 52,068 $0.13 § 6,769 Cash
Dec. 4/03 Exercise of options 42,000 $0.12 $ 5,040 Cash
Jan. 26/04 Private placement 1,350,000 $0.11 $ 148,500 Cash
Jan. 26/05 Exercise of options 53,544 $0.11 § 5,890 Cash
b) Summary of options granted during the period:
Date : Expiry
Granted Optionee Number Price Date
Mar. 6/03 James Reamsbottom 150,000 $0.13 Mar. 6/08
Mar. 6/03 Peter Haladin 352,068 $0.13 Mar. 6/08
Dec. 5/03 Peter Haladin 53,544 $0.11 Dec. 5/08
Dec. 5/03 Dusan Berka 310,000 $0.11 Dec. 5/08

Dec. 5/03 Hanif Sachedina 310,000 $0.11 Dec. 5/08
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Schedule C:

Summary of securities as at the end of the reporting period:

a) Authorized share capital : :
— See Note 4:of the consolidated ﬁnanc1a1 statemernts’

b) Number and recorded value for shares issued and outstanding
—  See Note 4 of the consolidated financial statements

¢) Summary of options, warrants:and:convertible securities Outstanding
— See Note 4 of the consolidated ﬁnan01al statements

d) Total number:of shares:in'each class of shares subject to escrow or pooling
agreements: 131,250 common shares

-
[IESE e

List of Directors and Officers: Peter Haladin; President, Director and CEO

James Reamsbotton, Dlrector Secretary and CFO
., Dusan Berka, Dlrector f“ .
" Hanif Sachedina, ‘Director

R CASIEREtE

o gL s e ey L iy sl ee U deepe o
Management Discussion
— See attached LR M L B TN T




MEGASTAR DEVELOPMENT CORP.
YEAR END REPORT
for the year ended February 29, 2004

Schedule C: Management Discussion and Analysis

Nature of Business:

Megastar Development Co"p (thereafter “The Company ’) is involved in the acquisition, exploration
- and development of mineral resource properties with and has not yet determined whether these
properties contain mineral reserves that are economically recoverable.

The continued operations of the Company ‘and the recoverability of the'amounts shown for the mineral
property and related deférred: costs is deperident. upon discovery of economically recoverable reserves,
the ability of the Company to obtain-the necessary: financing to complete the development, and upon
future profitable production.

5

a0 R " .
TR N I IR

Properties: __ Simkar Property, Quebec - . ..

An increased amount of activity has been observed in “Val d’Or region” oif-‘Quebec with the rise in
gold prices.: :

. a.‘--'tr~{ T g M ERT T BN

Historically, AUR Resources Inc. has been’ *acti'vely"el)'{ﬁloring'the ‘area surrounding the Simkar
Property. However; on March-17, 2004, Alexis Minerals Corp. announced that it has entered into an
option agreement to. acqulre all Aur. Resources mterests m 18 ~additional gold and base metal
properties in the Val d'Or camp, Quebec The ‘properties cover 11 195.82 hectares (111.9 square
kilometres) of highly prospective gold and base metal exploration tenements and include the
Bonnefond, Louvex, Beveen,.Abitibi, Sleepy Lake, Mainstreet,-Dumont, Lugold, Courageous, Chimo,

Dunraine, Beacon, Columblere -Annamagque, Faraday, Standard Gold, Manitou and Auriac properties.

The transaction makes Alexis the largest. single landholder in. the Val d'Or camp, a. world class gold
and base metal mining camp. The collective land position of Alexis will increase to over 270 square
kilometres, covering eight.past-producing mines:and an-existing fully permitted gold plant. A detailed
property map of the land position.is available at its Web site-at. www.alexisminerals.com. .

The Company has spent cver $800 000 oma, drillmg program ‘7 years ago mdlcatmg approximately
100,000 ounces of gold. N Ry
The Company has received an engineering report- recommending a further drilling program. on the
Simkar Property and the management is dlscussmg the program with drlllmg operators in the Val d’Or
area of Quebec. a . : ; ; .

Properties: Otish Mountain Claims, Quebeec - -~ -

During the year ended February 28, 2002, The Company acquired a 100% interest in 2,500 hectares in
Otish Moutain Reglon of Quebec from Quebec Mmlstry of Natural Resources for cash of $10,000.

On April 2, 2004 the Company announced that 1t has elected not to proceed: w1th the maintenance or
exploration of the mineral claims in the Otish mountain region of Quebec, acquxred from the Quebec
anstry of Natural R sources in 2002 and will let them lapse.
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Properties: Debut Property, Nevada

On March 15, 2004, the Company signed a letter of intent (thereafter “LOI”) to enter into an option
agreement with Golden Patriot (GPTC) to acquire a 50% interest in the Debut gold property located in
Elko county, Nevada. Under the terms of the option, Megastar Development™ will inéur work
_ exploration and development costs of $1-million (U.S:); and:-will pay GPTC.a cash consideration of
$201,600 (U.S.) and issue 500,000;shares-over five years Thrs transaction-is subject to. approval of the
TSX Venture Exchange.  .lvu-smosi s Vearmeomnmn a08 it ommn o

On May- 14, 2004; .the-Company-announced-that it ‘has-decided not to proceed. with this LOI.. The
. Company :will maintain its. focus on:advancing the exploration of the: loa%lowned Srmkar property in
Louvicourt Township; Quebec; to a stage ofidrilling:in the-near future. .

Discussion of Operations and Financial Conditions:

During the period under review the Company incurred dny eXploration éxpenditures. totalifig: $25,264
on the Simkar Property. .

[ S
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The Company did not earn any income during the period while incurring expenses of $110,097 as
compared to expenses of $1 11 395 durmg the comparat}ve penod .

L outRae T LT

Management and admmrstmtlve fees for th_e tWelve months ended February 29,2004, totalled $28,500
‘and $24 000 respectrvely, cdmpared to $3(5’OOO and$24 000 for tHe twélve months ended February 28,

(1) Filing'and transfer agent fees —’($1&273‘ ' 2004 - oomparéd to $5 38i m' 2003) due to ﬁre mcreased
filings with the stock-exchange afid:share issuance for finaneings. =2 © 7

"'(2) Legal fees — ($12,627 in' 2004- compared t6:$6,815 'in' 2003) as &' result oﬁ addrtronal agreements
required for preparation of financings and property acquisitions.

- For a detaxled analy51s of expendltures refer to the ﬁnancral statements

There were no legal proceedmgs agamst the Company durmg the perrod

The Company did not enter into any other material contracts during the period. .

' Management

On December 8, 2003 Megastar Development Corp announced that it appomted Dusan Berka, P.
:Eng. and Hamf Sachedma, as drrectors of the company, effectrve 1mmed1ately

Mr. Berka has over 31 years of mtematronal experrence in marketmg, sales and business
administration. He also has extensive experience in the financing, management, marketing, promotion



Megastar Development Corp.
Year End Report — Page 3
for the year ended February 29, 2004

and administration of public companies, as well as in corporate finance, communication, shareholder
information and public relation and contract negotiations.

Mr. Sachedina has over five years of international business and marketing expenence and is currently
an analyst with a major utility in Western Canada. Mr. Sachedina studied at the National University of
Singapore and at Simon Fraser Unlversnty, and received a degree in business administration, with
concentrations in international business and marketing. Mr. Sachedina also holds a certificate in liberal
arts from Simon Fraser University and a certificate in Internet maxketmg strategy from the University
of British Columbia. ST

The Company also announced that Jerry Minni resigned from the board of directors.

Financing and Share Issuances:

During the year ended February 29, 2004, the Company arranged ﬂow—through and non ﬂow-through
financing as follows:

(1) As announced on January 27, 2004, the Company closed its private placement in respect of 300,000
flow-through units and 1.05 million non-flow-through units, at $0.11 per unit for total gross
proceeds of $148,500. Each unit consists of one share plus one share purchase warrants
exercisable for two years at an exercise price of $0.15 per unit. The shares and warrants issued are
subject to a hold period of four months expiring April 30, 2004. The Company issued 1,350,000
shares at $0.11/share to net the treasury $148,500. Proceeds of the private placement will be used to
finance exploration on the company's Simkar gold property in Louvicourt township near Val d'Or,
Que., and for general working capital.

(2) As announced on April 4, 2004, the Company closed its private placement in respect of 250,000
flow-through units and 350,000 non-flow-through units, at $0.17 per unit for total gross proceeds
of $102,000. Each unit consists of one share plus one share purchase warrant exercisable for two
years at an exercise price of $0.23 per share. The shares and warrants issued are subject to a hold
period of four months, expiring July 12, 2004. The Company issued 600,000 shares at $0.17/share
to net the treasury $102,000. Proceeds of the private placement will be used to finance historical
data compilation, field exploration and drilling program on the company's Simkar gold property in
Louvicourt township near Val d'Or, Que., to evaluate debut gold property located in north-eastern
Nevada and for general working capital.

During the year ended February 29, 2004, the Company received $70,699 from the exercise of stock
options and $96,000 from other pnvate placements financings. The proceeds were used for general
working capital.

Investor Relations Activities:

The Company has not entered into investor relations agreement during the period.




Megastar Development Corp.
Year End Report — Page 4
for the year ended February 29, 2004

Working Capxtal

As at February 29, 2004, the Company has workmg capital of $70,875. Management believes cash on
hand, as set out in Schedule A’as well as subsequent ﬁnancmgs received, is adequate to cover General
and Admmlstratxve costs as well as budgeted expendltures through the 2004 exploratlon season

On Behalf of the Board - -
MEASTAR DEVELOPMENT CORP

“Poter Haladin® = =+ bmnied ot n it Bagainy o gremd B0 i S e

Peter Haladin, President Crosern geal a0 o
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Terry Amisaxo L. ' h Amisano HANsON
" Kevin Hanson, CA CHARTERED ACCOUNTANTS

AUDITORS' REPORT

To the Shareholders,
Megastar Development Corp.

We have audited the consolidated balance sheets of Megastar Development Corp. as at February 29,
2004 and February 28, 2003:and the onsélidated statemerits-of loss:and deficit and cash flows for the
years then ended. These ﬁnancxal statements are the responsnblhty of the Companys management.

Our responsibility is to express an opmlon on these ﬁnanc1al statements based on our audits.

. ; Lo Db LT e

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as

evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the Company as at February 29, 2004 and February 28, 2003 and the results of its
operations and its cash flows for the years then ended in accordance with Canadian generally accepted
accounting principles. As required by the British ColumbiaACompany Act, we report that, in our

opinion, these principles have been applied on a basis consistent with that of the preceding year.

Vancouver, Canada “Amisano Hanson™

May 24, 2004 Chartered Accountants
750 WEST PENDER STREET, SUITE 604 TELEPHONE: 604-689-0188
VANCOUVER CANADA FACSIMILE: 604-689-9773

VvéC 2T7 E-MAIL: amishan@telus.net




MEGASTAR DEVELOPMENT CORP.
CONSOLIDATED BALANCE SHEETS
February 29, 2004 and February 18, 2003

ASSETS 2004 2003
Current . - -
Cash—Note4 = - 8§ - 82,668 $ 11,843
GST receivable : o 3,942 : 1,497
Prepaid expenses — Note 5 2,140 . - . -
. ' ©2 88,750 . . . - 13,340
"~ Resource properties — Schedule 1 and Note 3 25264 . .. 11,323
el 114,014 08 - 24,663
LIABILITIES

Cutrent - I o R
Accounts payable — Note 5 $ 15,817 $ - 35240
Due to related parties — Note 5 i oo 2,058 - .62,063
| i 17,875 . 97,303

7" SHAREHOLDERS' EQUITY (DEFICIENCY)

Share capital — Notes 4.and 8 5,178,280 =~ - 4,874,081
Shares subscribed . - 14,000
Deficit o co(05,082,141). ¢ ( 4,960,721)
96,139 (  72,640)

$ 114,014 $ 24,663
Nature and Continuance of Operations — Note 1

Commitments — Notes 4 and 8
Subsequent Events — Note 8

APPROVED BY THE DIRECTORS:

“Peter Haladin” “Dusan Berka”
, Director , Director

SEE ACCOMPANYING NOTES



MEGASTAR DEVELOPMENT CORP.
CONSOLIDATED STATEMENTS OF LOSS AND DEFICIT
for the years ended February 29,2004 and February 28, 2003

-+ SEE ACCOMPANYING NOTES

E 2004 2003
Administrative Expenses :
Accounting and audit fees — Note 5 $ 12975 =8 16,325
Administrative fees — Note 5 24,000 - -.24,000
Bank charges and interest S v S I - 172
Filing fees o 10,278 5,381
Investor relations (recovery) ( 2,934) 3,037
Legal fees . ' Cvre iens b 12,627 v L 6,815
‘Management fees — Note 5 : 28,500 30,000
Office, telephone and miscéllaneous — Note 5 8,294 7,868
Transfer agent fees 6,644 5,513
Travel and promotlon 9,568 12,284
Loss before other item ( 110 097) (+111,395)
Other Item: R R EE S
Write-down of resource proper’ues SN A 1) 323).- L -
- - Net lose for the yezir k ( 121,420) ( 111,395
Deficit, beginning of year,. ,. . . .. i1 (L 4960721 ( 4:849,326)
* Deficit, end of year - $i~(~'7 5;082,141) $ ( 4, 960 ,721)
Basic and diluted loss-per share $( 0.01) $ ( 0 02)




‘MEGASTAR DEVELOPMENT CORP.
CONSOLIDATED STATEMENTS OF CASH FLOWS
for the years ended February 29, 2004 and February 28, 2003

Operating Activities
Net loss for the year
Add item not involving cash:
Write-down of resource properties

Changes in non-cash working capital items:

GST receivable IR, e

Prepaid expenses
Advance receivable -
' Accounts payable

Investing Activity .
Resource properties expenditures
. Financing Activities e
Issue of common shares
Share subscriptions
Increase (decrease) in due to related parties

'. Increase in cash during the year
Cash, beginning of year
Cash, end of year
Supplemental disclosure of cash flow information:
Cash paid for:
Interest

Income taxes

Non-cash Transactions — Note 7

" "SEE ACCOMPANYING NOTES

$(

2004

121,420)

- 11,323
110,097)-

2,445)

2,140)

19,423)

25,264)

259,199

29,005)

230,194

70,825

$

11,843

82,668

2003
$.( 111,395)
¢ 111,395)
687

1,340
( 5498)

( 114,866)

| 43,196
14,000
62,063

119,259
4,393
7,450

$ 11,843



. MEGASTAR DEVELOPMENT CORP. Schedule 1
CONSOLIDATED SCHEDULE OF RESOURCE PROPERTIES
- for the years ended February 29, 2004 and 2003

Balance Balance
February 28, o February 29,
Resource Properties’ s 2003 Additions  Write-down . .2004
Simkar Property, Quebec, Canada
Deferred exploration costs
Assessment fees... | $ - 3 23,852 % - 3 23,852
Assays and reports e - R 1,412
) . 35264 .. 25264
Otish Mountain Claim, Quebec, Canada o
Acquisition costs $ 10,000 $ - $( 10,000)°$" -
. Deferred exploration Costs '
| Assessment fees = 1,323 - ( 1,323) -
11,323 IR U5 S

$ TII333 $ 25264 $( 11323) $ 25,264

SEE ACCOMPANYING'NOTES




Note 1

Note 2

MEGASTAR DEVELOPMENT CORP.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
February 29, 2004 and February 28, 2003

Nature and Continuance of Operations - -

The Company is a development stage public company listed on the TSX Venture
Exchange. The Company is in the process of exploring its resource properties and has not
yet determined whether these properties contain reserves that are economically
recoverable. . The recoverability -of amounts shown for resource properties is dependent

~ upon -the discovery of economically recoverable reserves, and confirmation of the

‘Company's interest in the underlying properties, the ability of the Company to obtain
- necessary financing. to_ satisfy the, expenditure -requirements under resource property
. agreements and to complete the development of the propertles and upon future profitable

production or the sale thereof.

..., - These consolidated financial statements have been prepared on a going concern basis. At
. February 29, 2004, the Company has not achieved profitable operations and has incurred
. losses of $5,082,141 since inception, -- Its ability to continue- as a going concern is
- dependent upon t the abxllty of the Company-to generate proﬁtable operations in the future

and/or- to obtain the necessary financing. to-meet its obligations -and repay its liabilities
arising from normal business operations- when they come due.. .

~ The Company nas;inccmorated under the‘ Brmsh Ccinmbia,Cempany Act.

Summary of Signiﬁcant Accounting Policies_ s ,

IR

1 The consolidated” financxal statements of the Company have been prepared in accordance
with generally accepted accountlng prmctples in Canada and are stated in Canadian
~dollars. Because a prec13e “determination ‘of 1 many assets and liabilities is dependent upon

future events, the preparatlon of financial statements for a perlod necessarnly involves the
use of estimates which have been made usmg careful Judgment Actual results could

differ from these estimates.

The consolidated financial statements have, in- management’s opinion been properly
prepared within: reasonable limits of materiality and- w1th1n the framework of the

.51gn1ﬁcant accountlng p011c1es summanzed be!ow

(a) PrmclRIes of Consohdatlon

- " These ﬁnanc1a1 statements mclude thie accounts of Megastar Development Corp. and
" its wholly-owned subSIdlary, 1055019 Ontario’ Limited,. (“OntanoCo”) All inter-
~company transactions have been ehmlnated '



Megastar Development Corp.: '
Notes to the Consolidated Financial- Statements : o
February 29, 2004 and February 28,-2003 — Page 2. -

Note 2

Summary of Significant Accounting Policies — (cont’d) = .

(b) Resource Properties

. “The Company ‘defers the cost of acquiring, maintaining its ‘interest, exploring and

developiig mineral” propertres until-such “time as the -properties -are placed into

- production, -abandoned, ‘sold- of cons:dered to"be'/impaired in value. Costs of
i ~ producing’ propertles ‘will- be amcrtizéd on a unit’ of production’ basis and costs of

" abandoned" ‘properties ‘are ‘writtén-off: ~ Proteeds received ‘on-the sale of interests in
‘niifieral ‘propertiesiare: ‘credited-to> the Garrying value:'of the hineral properties, with

*any“excess included in-opeérations. ‘Wrife- downs due to 1mpa1ment in value are

charged to operations. Lreneet wl

- The Compariyis'inithe process of expléring -and- developmg its mineral properties and

“~*has'not yet- -détermined-the amount of f reserves 4vailable:” Management reviews the

carrying Value of riiinéral ‘propeifies ori'a perlodlc basis-and will recognize impairment

* in value based ‘ipon- currentiexploratlon results; the prospéct of further work being

caitied ot -by ‘the" Company, the ‘assessmient of future probability of profitable

revenues from ‘the Property- or: frori-the ‘sale:'of the property: Amounts shown for
properties represent costs incurred net of wrlte downs and recoverles, and are not

" intended to represent présént or future Valugs < e e 0

©

Foreign Currency Translation ' -1 i i 007 & 50

~ Monetary j 1tems denominated.in 2 foreign currency. are translated into Canadian dollars

‘,,"at exchange rates prevaq ing at the balance sheet date and non-monetary 1tems are

(d) Ba51c and Dlluted Loss Per Share -

’_ exchange rates prevallmg at the transactlon
" translations are included in operations.

Ba51c :earnings’ per.share -are: computed by dmdmg the loss for ithe year by the
weighted average number:of ‘common. shares; outstanding during, the year. Diluted
earnings per share reflect the potential dilution that could occur if potentially dilutive
securities were exercised or converted to. common stock. -: The -dilutive effect of
options and warrants and their equlvalent is, computed by apphcatlon of the treasury
stock method and the effec;t of convertrble securities by the “if converted” method.
Fully diluted amounts. are ‘not presented when the effect of the computations are anti-
dilutive due to the losses incurred. Accordmgly, there is'no difference in the amounts
presented for basic and diluted loss per share.




Megastar Development Corp.
Notes to the Consolidated Financial Statements
February 29, 2004 and February 28, 2003 — Page 3

Note 2

Summary of Significant Accounting Policies — (cont’d) -

(e)

Financial Instruments

~The carrying value of the : Company’s financial instruments, consisting of cash,

- accounts payable and due to related parties approximate their fair value due to the

short-term maturity of such instruments. Unless otherwise noted, it is management’s

* opinion that ‘the Company -is not:exposed ‘to sxgmﬁcant interest, currency or credit

®

risks arising from these financial instruments.

Stock-based Compensation Plan

The Company has a stock-based cdmpensatlon plan as disclosed in Note 4, whereby

- stock options are granted:in atcordance with_the policies of regulatory authorities.

The Company:-applies -the“settlement method”: of - accounting for stock-based

compensation- awards.- .| No : compensation -éxpense- is -recognized for those options
when issued to: employees:and-directors:; Any consideration paid by employees and

directors upon exercise of stock options is credited to share capital.

Effective for fiscal years beginning on or after January 1, 2002, public companies are
required to adopt the new recommendations of the Canadian Institute of Chartered
Accountants regarding accounting for Canadian Stock-based Compensation. These
new requirements require that all stock based payments to non-employees and direct
awards of stock to employees be accountéd for using a fair value based method of
accounting. However, the new standard permits the Company to continue its existing
pohcy of not recording compensation cost on the grant of stock options to employees

* -with the addition of pro forma information. The Company ks ¢lected to apply the pro

(&

forma disclosure pl‘OVlSlOnS of the new standard t6 awatds granted on or after March

1, 2002.

..-Income Taxes

‘The (‘ompany follows the asset and. 11ab111ty method of accountmg for income taxes.

Under this method, current income taxes -are rtecognized -for the estimated income
taxes payable for the current period: ' Future income tax. assets and liabilities are

- recognized for temporary differences between the tax and accounting basis of assets

and liabilities as well as for the benefit of losses available to be carried forward to
future years for tax purposes only if it is more likely than not that they can be realized.



Megastar Development Corp.
Notes to the Consolidated Financial Statements
February 29, 2004 and February 28, 2003 —Page 4.

Note 3

Note 4 -

Resource Properties — Schedule 1 ...~ »-..x &

2)

Simkar Property, Quebec, Canada

- The: Company’s: wholly:owned - subsidiary has. a .100% interest in two mining

. b) 2o '
- During the ryear ended: ‘February.28; 2002, the: Company acqulred a 100% interest in

Otish Mountam Property, Quebec Canada .

concessions: totallmg 557 acres located in: Louvncourt Townshrp, Quebec.

S SE AR PRl IS I LA B o

Al] costs pertammg ’to rthrs1 property were: written-off ina prev1ous year. During the
year ended February :29; 2004, the: Comipany.:incuired:additional exploration costs
totalling $25,264.

, . m.."

: 2,500 hectares in the:Otish- Mountdin region ‘'ofiQuebec from the Quebec Ministry of

»‘Sh’are Cagital _Note~8
. ‘a)

) __fBalance, February '28 20Q2

National Resources.-for$10;000cash. . "During the ‘'year-ended. February 29, 2004,

* managementiof. the Company‘abandoned the property and wrote-off property costs

totalling $1'1,323.:« T

FEp RS L

AUthorlzed el

100,000, ooo
Issued: ™" . > Number 3

. 6,527,020 4,830,885

Pursuant to exercise-of share purchase optxons : T
_at$0.10 -;32_6,351 32,636

—at $0.12 88,000 10,560
Balance, February 28, 2003 RS 3T 4,874,081

. Pursuant to a private placement . =" =at$0.12 -~ .-.800,000 96,000

Pursuaiit to a private placement of: 300 000.
flow-through sharesand 1,050, 000 : Teoeb s
non-flow-through shares R —at $0. 11 20 15350:000 148,500

‘Finder’sifee - o Gl e S - (11,000)
Pursuant to the exercise of share purchase optlons R
—at $0.14 100,000 14,000
—at $0.13 352,068 45,769
—at $0.12 42,000 5,040
—at $0.11 53,544 5,890

Balance, February 29, 2004 9,638,983 5,178,280




Megastar Development Corp.
Notes to the Consolidated Financial Statements
February 29, 2004 and February 28, 2003 — Page 5

Note 4

Share Capital — Note 8 — (cont’d)

¢) Escrow:

At February 29, 2004, 131,250 shares (2003 131,250). are held in escrow by the
Company s transfer agent The release of these shares is subject to regulatory
_approval :

~d) Commitments:

Stock-based Compensation Plan

'Ihe'"Cornpany has granted employees and directors common share purchase options.
These options are granted with an exercise prlce equal to the market price of the
Company s shares on the date of the. grant T

Ahsu.rn‘mary of the status of the stock optlon plan as of February 29, 2004 and
¢ . February 28, 2003 and changes during the years then ended is presented below:

cn 2004 - 2003

) Weighted Weighted
Average Average

. Numberof  Exercise. - Numberof Exercise

s oesoptions.c -t Price. options Price

Outstanding at beginning of year 130,000 _ 544,351 = $0.11

-~ 'Cancelled/expired (88,000) $(0.12) - -
- - " Granted 1,175,612 $0.12 100,000 $0.14
-‘Exercised (447,612) $(0.13) (514,351) $(0.11)
Outstanding and exercisable at o
~ end of year ' . 770,000 $0.12 130,000 $0.12

Share purchase options outstanding at February 29, 2004 are as follows:

- Number .. - Exercise Expiry .
of Options' - - -~ Price- . .~ . Date
150,000 $0.13 " March 6, 2008
620,000 $0.11 December 5, 2008
770,000

As disclosed in its accounting policy note, the Company does not record compensation
expense on the granting of stock options for employees.



Megastar Development Corp.
Notes to the Consolidated Financial Statements
February 29, 2004 and February 28, 2003 — Page 6

Note 4 Share Capital — Note 8 — (cont’d)

d) Commitments: — (cont’d)
- Stock-based Compensatlon Plan - (cont d)

The stock compensatxon expense for the year ended February 29 2004 associated with
employees and directors’ options, not recognized in the financial statements is
disclosed in the pro forma amounts below:

SR e Yearended Year ended
... February 29, February 28
.. 2004 2003

U §E+0121,420)  $( 111,395)

Net loss for the year as féported’  # “is -

Stock based compensat1on - ( 172 ,570) ( 14310
'Pro formha 1oss forthe Year F/L T i b T A $( "293,990) $( 125,705)
- Pro forma basi¢-and diluted loss per sahre $( 0.03) $( 0.02)

The fair-value of share:options was estimated using the Black-Scholes option pricing
-~ model with'the following assumptions:

_Yearended  Year ended
,  February 28,
. Risk-free interest rate. . - . o 4.11% 2.53%
Dividend yield - S A 2 A_ .
Expected stock price volatility C 959 103%
Weighted average expected stock option life 5 years S years

Share Purchase Warrants SR

As at February 29, 2004,. there are 2,150,000 share purchase warrants outstanding
entitling the holders thereof the right to’purchase one common share for each warrant
held as follows:

Number Exercise Expiry

of Warrants - Price Date
800,000 -$0.16 April 15, 2005
1,350,000 . $0.15 . January 26, 2006




Megastar Development Corp.
Notes to the Consolidated Financial Statements
February 29, 2004 and February 28, 2003 — Page 7

Note 4

Note 5

Share Capital — Note 8 — (cont’d)

. d) Commitments: —(cont’d) .

' Flow-through Shares

During the year ended February 29 2004 the Company issued 300 000 flow-through
units for proceeds of $33,000. The proceeds from this unit issue must be used for
-qualifying: exploration expenditures which will be-renounced. by the Company in
favour of the investors purchasing such shares-and such expenditures are not available
to the Company. As at February 29, 2004, cash included $33,000 to 'be used for
qualifying exploration expenditures.

- Related Party Transactions ~ '

The Company incurred the followmg expendltures w1th dlrectors and officers of the
Company, companies with common directors and an accountmg firm in which a former
director is a partner: : b

‘ 2004 2003
Accountmg fees ,‘ ‘ $ 10800 $ 7,200
* Administrative fees ST e R e T 24,000 24,000
M'anagement fees © oI TRE S ; B 128,500 30,000
Office, telephone-dnd miscellaneous™ -~ -7 = -~ % 1800 -

FoaTo e tapoean el oo .8 65,100 8 61,200

A RN

These expenditures were measured by the exchange amount which is the amount agreed
upon by the transacting parties. R

Prepaid expenses at February 29, 2604 include $2,140 (February 28, 2003: $Nil) of
management fees prepaid to a company ‘with a common director.

Accounts payable at February 29, 2004 iincludes $5,243 (February 28, 2003: $1,605) due
to an accounting firm in which a former director is a partner.

Due to related parties at February 29, 2004 of $2,058 (February 28, 2003: $62,063)
consists of amounts owing to directors and a private company with a common director.
These amounts are unsecured, non-interest bearing and have no specific terms for

_repayment,



Megastar Development Corp.
Notes to the Consolidated Financial Statements
February 29, 2004 and February 28, 2003 — Page 8

Note 6

Corporation Income Tax Losses

Future tax assets and liabilities are recognized for temporary differences between the
carrying amount of the balance sheet items and their corresponding tax values as well as
for the benefit of losses avallable to be camed forward to future years for tax purposes that

are lzkely to be reallzed L _.: e

g Slgmﬁcant oomponents of the Company s future tax assets and habxhtles after applying
e enacted corporate mcome tax rates are as. follows : e

R 2004 2003

Future income tax assets ‘ o

Net tax losses carried forward euniipiioni$ 441,265 § 526,750

Exploration and development expenditures 298 ,096 288,592

Less valuatlon allowance (739 361) (815,342)
$ - $ -
p) PR {

The Company recorded a valuation allowance against its. fufure income tax assets based on
the extent to which it is unlikely that sufficient taxable income w1.ll be realized during the
carry forward periods to utilize all the future tax assets. - SRR
At February 29, 2004 the Company has accumulated non-capital losses totalling
$1,172,954 which may be applied against future year’s taxable income. These losses
expire as follows:

S VRILTL T R VI e T T R LR oY
. . T

; ‘gstki37_3:;’fg29., .

2005 PR
2006 163,590
007 - . C-‘1421f;2'09‘1‘. ;
RIQ008% T T 113,044
2009 160,998
T 2010 :":“., LT -‘:\11_0‘6‘,2'871 TR
7'-"“??.20'1‘1 VTt e '1'.;10_’097«

C$91,172,954 - b

At February 29, 2004 the Company has accumulated Canadian exploration and

development expenditures of $289,319, foreign exploration expenditures of $435,464 and

‘an earned depletion base of $67,604. These expenditures carryforward indefinitely and

are available to offset against certain future year's taxable income at various rates per year.




Megastar Development Corp.
Notes to the Consolidated Financial Statements
February 29, 2004 and February 28, 2003 — Page 9

Note 7

Note 8

Non-cash Transactions

Investing and financing activities that do not have a direct impact on current cash flows
are excluded from the cash flow statement: During the year ended February 29, 2004, the
following transactions were excluded from the statement of cash flows:

— The Company issued 100,000 common shares at $0.14 per share ($14,000), pursuant
to the exercise of share purchase options, the proceeds of which were received during
the year ended February 28, 2003 and included in shares subscribed.

— The Company issued 258,333 common shares to settle advances due to related parties
totalling $31,000 which were received during the year ended February 28, 2003.

Subsequent Events

Subsequent to February 29, 2004:

a) the Company issued 250,000 flow-through units and 350,000 non-flow-through units
at $0.17 per unit for total proceeds of $102,000. Each unit consists of one share and
one share purchase warrant exercisable until April 2, 2006 at $0.23 per share.

bj the Company granted 190,000 share purchase options at $0.25 per share to the
directors and employees of the Company. The share purchase options are exercisable
for a period of five years.



